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LEAUTIFUL, enduring stainless steel owes its rust-lree 
life to the alloying metal called chromium. Other alloy- 
ing metals . . . manganese and nickel . . . are vital for 
added strength and endurance. 

i ver-increasing demands for nickel have threat- 
ened the supply of stainless steel. But the people of 
Union Carbide have provided an answer. Nitrogen 
from the air—combined with chromium or manganese 
through metallurgy and added to the molten steel— 
helps nickel go twice as far . . . making it possible, with 
the same amount of nickel, to greatly expand the chro- 
mium-nickel stainless steel output. 

This is only one in a long line of contributions from 
Union Carbide’s metallurgists during a half century of 
alloy making. Fifty vears ago there were only a ‘few 





ELECTROMET Alloys and Metals 
PrEsT-O-LITE Acetylene SYNTHETIC ORGANIC CHEMICALS 
Dynel Textile Fibers BAKELITE, VINYLITE, and KRENE Plastj 





. UCC’s Trade-marked Products include 


EVEREADY Flashlights and Batteries 
PRESTONE Anti-Freeze 


CraAc Agricultural Chemicals 











Mining the skies 


Nitrogen from the air has become a key to a plentiful supply of stainless steel 


types of steel. Today, through the use of such alloys 
as chromium and manganese, there are tailor-made 
steels to meet every need. 

The people of Union Carbide are constantly at 
work on new and improved alloys to make better metal 
products for all of us. 


FREE: Learn how Union Carbide products and researc! 
help satisfy basic human needs. Write for “Products end 
Processes” booklet B. 
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Unton CarBipeE 
AND CARBON CORPORATION 

EAST 42ND STREET (TJqg NEW YORK 17, N.Y 


In Canada: UNION CARBIDE CANADA LIMITED, Toronto 


UNION CARBIDE Silicones 
HAYNES STELLITE Alloys LINDE Oxygen 


NAL Carbons UNION Calcium Carbide PYROFAX Gas 
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ENEE REIFEL is a secretary in the marketing department of 
Union Oil. She is also 
Plan— one of our 5,906 employees who hold shares in the firm. 


through our Employees’ Incentive 


This entitles her (along with 49,719 other people who hold 
shares in Union Oil) to a report on the 66th year of business 
of the 47th largest industrial company in the country. 


In 1956 our customers paid us $401,518,000—a new record. 


How we spent it 


We spent 72.1°%% of this—or $289,481,000 
thousand other companies and individuals with whom we do 


with over sixteen 


business. 

The more than 1000 tax collecting agencies took another 
3.7%, or $14,830,000. This does not include the $74,120,000 
we collected from our customers as fuel taxes and turned over 
to governmental agencies. 

Wages and other benefits for our workers and their families 
amounted to 15.7%, or $62,966,000 of our income. 


Renee Reifel 


She wants to know what we did with the $401,518,000 






This left 8.5% 
than half of these earnings 


or $34,241,000—as net profit. Slightly more 
$18,261,315 


dividends to Renee Reifel and our other 49,719 share owners 


were paid in cash 


The balance of our net earnings—equal to 4.0% of our 


customers’ dollars—we reinvested in the company in order 


to stay in business. 


The new ownership 


It seems to us this report does more than give an account of 
our stewardship to Renee Reifel and our other owners. 


It points up the broader base of ownership of American 
business. In the last four years, for example, the shareholders 
of all companies listed on the New York Stock Exchange 
increased by 33%. Union Oil did even better—41%. 

This could happen only in a freely competitive economy 
that encourages and rewards individual effort 

* > > > 


YOUR COMMENTS ARE INVITED. Write: The Chairman of the 
Board, Union Oil Co., Union Oil Bldg., Los Angeles 17, Calif 


Uni On Oj l Company OF CALIFORNIA 


MANUFACTURERS OF ROYAL TRITON, THE AMAZING PURPLE MOTOR OIL 








“What's in it 
for Merrill Lynch?" 


Every day now we get letters from 
hundreds of people who ask us ques- 
tions about stocks, bonds, and invest- 
ing ... who accept our offer to answer 
all those we can without charge or 
obligation of any kind. ‘ 

Why do we do it? What’s in it for 
Merrill Lynch? 

Well, simply this: We believe that 
all a broker really sells is service — 
and that any sample of ours will speak 
for itself. 

Sometimes, of course, we find that 
we don’t stand a chance. 

Recently, for instance, a young man 
wrote—and asked that we prepare an 
investment program for several thou- 
sands of dollars. 

Naturally, we were glad to — sent 
him the best program we could work 
out for his circumstances. 

Then a few weeks passed, he wrote 
again, and asked for our suggestions 
on investing some more money. 

He thought the original program 
we had prepared was so good that he 
had executed it “verbatim”. 

The only reason we didn’t get the 
business, he said, was that his father 
was head of another brokerage firm 
—and the young man felt he should 
keep the business in the family. 

Disappointing? Of course. But we're 
not too dismayed because we don’t 
judge any inquiry on what’s in it for 
Merrill Lynch. 

So if you'd like to know what we 

think about any one stock, or your 

complete portfolio . . . 

If you'd like us to prepare a sen- 

sible investment program for any 

particular sum or objective .. . 

just ask. 

@There’s no charge, no obligation, 
whether you’re a customer or not. 
Simply address your letter to— 

FRANK V. DEEGAN 

Department SF-74 


Merrill Lynch, 
Pierce, Fenner & Beane 


Members New York Stock Exchange 
* and all other Principal Exchanges 


70 Pine Street, New York 5, N. Y. 
Offices in 108 Cities 





$8 
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59 
61 
63 il As you have undoubtedly noticed, we have 
Mec n singling out for special features matters that 
64 le: | with the vast changes taking place in our econ- 
jjomy and industry—and suggesting their effects on 
66 Mi individual companies and your investments. 
i} Our editorial policy is attuned to these history- 
69 |gmeaking days of revolutionary change that encom- 
passes the entire world—and knowledge that in the 
jupheaval and turmoil we are laying the foundations 
79 or a great new age in which we will see miracles 
~  ijecome commonplace realities. 
= At the same time—we are sparing no cost in cover- 
% ing the position of the various companies and their 
i putiook, to keep you abreast of the changes so that 
you may maintain a sound and profitable invested 
a capital and income position. 
9 It is during these great periods of transition 
}wwhich have occurred at major turning points in 
82 human affairs, that great fortunes have been made 
mnd lost. Lost, because men are traversing un- 
gg |tamiliar and uncharted roads, where the mind can- 
mot adjust itself quickly to new dynamic events— 
gg_jend fortunes have been—and will continue to be 
made by men with imagination tempered by judg- 
99 jment based on rounded thinking, instead of the 
“< ripples and eddies in the news—on rumors, tips and 
96 |Mhunches. 
98 |} We say rounded judgment advisedly, because, in 
104  |peour experience of close to 50 years, we have learned 
Iithat facts and figures themselves are not enough— 
jethat common sense interpretation, based on experi- 
jyence and observation, is the only realistic element— 
mfor, while economic conditions may change with 
}eircumstances, human nature remains the same. 
} Articles in The Magazine of Wall Street have en- 
Ileavored to keep subscribers not only apprised of 
jechanges, but interpreted trends in the making— 
dealing with the fundamental currents and analyz- 
ing them in depth. 
— \nd since business—and shift and change in indus- 
BY. try and politics—are basic factors, we have pre- 
Single ented to you the underlying elements upon which 
1915, decisions can be made. And because man’s conquest 
ot the air and communications has made all the 
— world our neighbors, we must know the thinking 
and activities of those in the far corners of the 
» oe earth, because the communication of ideas and 
R<¢ events are instantaneous today and not delayed for 
months and years in process as it was heretofore. 
} Thus, developments around the world are neces- 
=== <irily of the utmost importance in our calculations 
STREET 
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endeavor to keep you 
aware of trends likely to affect the position of the 


—and for that reason we 
United States in relation to the other countries— 
the competitive and investment position of our in- 
dustries and companies—your investments. 

We are just now crossing the threshold into this 
era of change, where progress in new metals, mir- 
acle chemicals and technological advances will pro- 
duce marvelous new products which will relegate 
to the scrap heap of obsolescence many products now 
regarded as standard. 

So great are the drastic changes taking place, with 
many still in the offing, that the businessman and 
investor must not act impulsively, but, instead, must 
maintain a continuing check on the securities in 
which he is interested to know which to hold, and 
which to avoid in order to prevent erosion of prin- 
cipal and income. 

Take Britain’s Unprecedented Break With Tradition 

Imagine the reorganization of thinking required 
—and the likely impact on our economy—as a result 
of the surprising British announcement that they 
intend to rely on missiles, hydrogen bombs and bal- 
listic rockets, instead of planes and battleships. 
This is a most revolutionary step—more in line with 
the lessons that history has taught, in which great 
nations took a defensive position only in order to 
maintain a status quo—and lost. This new idea con- 
centrates on offensive rather than defensive tactics, 
and is only the beginning of radical change, which 
came about in recognition of the great cost of de- 
fensive warfare, and challenged creative inven- 
tiveness to find a way toward solvency and survival. 

Unlocking the Secrets of Nature 

Undoubtedly as a result of intensive effort to make 
us independent of foreign oil imports—comes the an- 
nouncement that Borax can produce a fuel to power 
automobiles, presaging great industrial changes in 
the future. In the past this would have meant fear 
regarding the decline of an industry, but, in this 
age of great corporate diversification and expansion, 
those who seem threatened may actually become the 
beneficiaries. 

Coming Age of Chemical Miracles 

On July Ist, the International Geophysical Year 
begins, with 5,000 scientists and engineers from 50 
nations starting the greatest coordinated scientific 
study in history from (Please turn to page 132) 
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One of the most significant developments of recent 
years has been the great increase in comforts and con 
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The Trend of Events 


2000 A.D. AND NOW... There was something al- 
most amusing in the statement by speakers at the 
75th Anniversary of the University of Pennsyl- 
Wania’s Wharton School of Finance and Commerce, 
pointing out that by the year 2000 there would be 


mew opportunities in the business world. About the 
same time U.S. Steel was raising its bonus level to 


$10,000 for employee money saving suggestions! 

“his is merely a single instance of the search for 
talent, know-how and executive brains going on 
today—not only among employees of large and small 
firms everywhere—but among the students in high 
schools and colleges throughout the 48 states. No 
one has to wait for 2000 A.D. to roll around to find 
lucrative opportunities in virtually every field of 
_ ustry. The scarcity of skilled and professional 

orkers has been present for a long time and it is 
Sntensifying to an alarming degree. 

‘his should be a reminder to Congress to get busy 
on the school-aid program...and to States and 
Municipalities to act rather than procrastinate on 
the many educational projects now contemplated 
but delayed for various reasons. The inadequacy of 
our school system is self-evident and must be cor- 
rected, for the hope of America’s future lies in its 
Ability to fill the gap that 


under the prodding of Nikita S. Krushchev, to a 
realization of the inadequacy and danger of a system 
which depended too greatly on the satellites for food, 
industrial and various civilian products. 

The result has been a complete shake-up in the 
Soviet’s direction of economic affairs, and is bring- 
ing about a decentralization of its functions. And 
what is more—most of the industrial ministries, 
which comprise the majority of cabinet posts, are to 
be abolished, and an entire new body installed. This 
body is to be made up of premiers of the 15 indi- 
vidual Soviet Republics, acting as members of a new 
State Economic Regional Planning Commission. 

By decentralizing the old Ministry of State Con- 
trol and dividing the major responsibility for results 
among these new regional units, the Soviet Union 
hopes to secure a decided step-up in their production, 
which has been badly lagging for some time—and in 
the process build a rea] foundation under their pro- 
ductive effort. 

This realistic approach could mean that the Soviet 
leaders have finally recognized the enervating weak- 
ness of a bureaucratic system controlled by absentee 
commissars far from the scene—a system under 
which they have been stubbornly laboring these 

many years. 





sts between the opportuni- 


£ pply of men and women 
trained and able to take ad- 
itage of them today. 


THE KREMLIN ACTS TO DRAS- 
TICALLY REVISE ECONOMIC 
. The revolt in the 
Satellite states apparently 


: regular feature. 
@ vakened the Russian leaders, od f 





We call the attention of the reader to 
our Trend Forecaster, 
a regular feature of the Business Ana- 
lyst. This department presents a valu- 
able market analysis of importance to 
investors and business 
abreast of the forces that may shape 
tomorrow’s markets, 


It is said that 
comes out of evil, 
which appears as | it is true, if the 
economic policy 
be a first step toward real 
democracy for the people, 
which can eventually lead 
along the road to free enter- 
prise. 

We were particularly inter- 
ested in this report, which 
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Soviet new 
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may signal a vast change in Soviet economic think- 
ing, the chronic weakness of which was pointed out 
by Charles Benedict in his story, ‘““The Seriousness 
of Russia’s Economic Deficiencies”, and appeared in 
our issue of January 19, 1957. In this feature he 
laid the blame for Soviet failure on their original 
fallacious conception of an economy under a cen- 
tralized tightly controlled bureaucracy, which de- 
pended heavily on slave labor. And he said that no 
progress could be made under the current regime, 
as the situation called for a different type of think- 
ing and different direction, if the Russians were to 
build a sound economy. 

If now, after 40 years, the Kremlin has finally 
seen the light, there is hope the coming generation 
of Russians can look to better days. 


NOTE TO TAX-BURDENED EXECUTIVES: THERE IS NO 
PLACE TO HIDE. This is the time of the year when 
the patriotism of our upper income earners is tried 
most sorely. Having climbed up the hard and long 
road to success and having finally arrived in the 
exclusive class of the nation’s top income bracket 
($10,000 and above) they are faced with the sad 
fact that there is a penalty against financial suc- 
cess which increases in direct proportion to achieve- 
ment. 

Perhaps some of our harrassed citizens in that 
category can take consolation by looking at the table 
below which is converted into dollars. 











Income Remaining after Tax 





Gross West 
Income ($) U.K. ($) Canada ($) U.S. ($) Germany ($) France ($) Sweden ($) 
11400 6863 9296 9184 7347 9531 6698 
16800 8683 12869 13356 10282 13373 9055 
28000 11203 19124 20524 15624 20384 13272 
35000 12180 22750 24290 18760 24256 15610 





Figures refer to a married man with two dependents. 




















It is not a pleasant table to contemplate. For it 
shows that the disincentive against high earnings has 
by now become an accepted fact throughout the free 
world. Thus it can not help but have a corrosive 
effect on the basic structure of the capitalist system. 
But at least it shows that it would not pay an 
American to go into exile. In every bracket we are 
approximately at least as well off, from a tax point 
of view, as we would be abroad. But the table might 
well furnish a part answer to the current high wave 
of British emigration of skilled and professional 
manpower. A _ Briton who earns 2,000 pounds 
($5,600) and gets a 50% increase can only take home 
about half of this. In the U. S. and Germany, 
on the other hand, he can keep at least 80 percent 
of his additional income. On higher income levels 
this discrepancy between British and U. S. residual 
income from any salary increase is even sharper. 

There is only one known substitute for economic 
incentive: to force men to work under threat of 
physical coercion (the Soviet method). Since this 
is basically repugnant to the free world we can 





progress economically only by appealing to man’s 
profit motive. There is no third way. 


REUTHER’S 4-DAY WORK WEEK EDICT . 
pronouncements from on high have for years been 
handed down in this cut and dried fashion. And 
Walter Reuther sounds suspiciously like Mr. 


Labor’s } 








Khrushchev. He says, in effect, to American busi- 
ness, to stockholders and working men alike, “I am J 
not asking—I am telling you.” After me the deluge. | 


We humble creatures, who are thinking and 
planning in terms of stability and progress for our 
country — and a good life for labor and all of us — 
would like to ask Mr. Reuther a few questions. 

(1) To what extent has he made a study of the 
situation so that he knows the country can afford to 
pay the enormous increase in wages that would be 
entailed at this danger point in our economy, with 
inflation of various sorts staring us in the face? 
Already the cost of labor is squeezing profit margins 
to such an extent that it is forcing economies in 
quality, in addition to higher prices. And what abovt 
the direct competition from foreign goods and for- 
eign labor, which is causing American industry to 
set up plants in foreign countries. 

(2) Has he taken into consideration the fact that 
every wage increase has produced higher prices-- 
that striking labor is never able to make up their 
wage loss on any extended strike, but also suffers 
from having to pay higher taxes and higher prices 
for everything they buy? 

(3) Has he taken into consideration too the effect 

on taxes of the increased cost of everything the 
government buys? For the past few years funcs 
appropriated have never stretched to cover the ac- 
tual goods and programs for which they were in- 
tended, a situation that makes it unrealistic to 
expect a cut in taxes for the working man, or for 
anyone else. 
‘ Or, are we to assume that this 4-day work week 
is in the nature of campaign oratory looking to 1960. 
Although Mr. Reuther recently claimed he had no 
presidential ambitions, does he hope by this plan 
to be nominated by acclamation—and “modestly ac- 
cept a draft’? Anybody listening to Mr. Reuther 
on radio broadcasts finds that the reporters can 
never pin him down on anything, that he goes off 
on a tangent whenever any pertinent questions are 
asked, just as he did recently in Atlantic City. Here, 
instead of concentrating on the terrible abuses and 
corruption brought out in connection with the Con- 
gressional Racket Investigation of the Teamsters 
Union, he bid the Senate study the employers’ role 
in graft and urged prison for bribe-givers and 
takers! What about the tremendous “take” in union 
dues, the huge amount involved in the welfare funds 
that calls for regulation under legal restrictions 
comparable to the banking laws? 

If he is so interested in the working man as he 
claims, why doesn’t he do something about the ex- 
ploitation of union members under union abuses 
that have been rampant for years? 

I would like to wager that Mr. Reuther will fight 
tooth and nail to prevent the kind of legisation that 
is necessary to make labor unions safe for democ- 
racy and prevent huge financial sums from being 
used and unaccounted for, which makes strikes such 
a soft touch for union officials. 
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WASHINGTON GIRDS FOR 


The fight over our foreign aid budget is 
alout to begin in earnest. Predictions are that it 
wi be both bitter and drawn-out. The $4.4 billion 
re uested by the government for all types of foreign 
aic for the new fiscal year makes this by far the 
larvest budget item outside of domestic defense ex- 


pe ditures. Since it is also the only big item not 
suyported by any well-organized interest group it 
loos like an ideal object for Congressional budget 
surgery. 


n the other hand, 


By JOHN H. LIND 


THE FOREIGN AID BATTLE 


does recommend that in the future more emphasis 
be put on loans and less on grants (gifts) to foreign 
countries. It also would like to see U. S. private 
investment play a larger role in foreign economic 
development and recommends that our military 
allies be given preference over other countries in 
aid allocation. 
Another report 
tional Development 


was submitted by the Interna- 
Advisory Board, headed by 
Eric Johnston, a for- 
mer president of the 





the President himself 
hi made it very 
clecr that he specifi- 
opposes any re- 
duction in the foreign 
aid figure. He is ex- 
pected to strongly re- 
iterate this view in 
his coming foreign 
aid message to Con- 


gress. Thus the battle 
lines are drawn. 

\n important clue 
to its final outcome 
is provided by the rec- 
ommendations and 
findings contained in 
the several independ- 
ent appraisals of our 
entire foreign aid 
program which were 
recently made by a 


number of highly re- 
spected sources at the 
direct request of both 
Congress and the 
White House. 

The most impor- 
tant of these is the 
report of a_ special 
White House-ap- 
pointed group, head- 
ed by Benjamin Fair- 
former chair- 
man of U. S. Steel 

orporation. The 
Fairless committee’s 


less 
’ 





Spring Is a Little Late This Year 


© 1957, New York Herald Tribune Inc 


U. S. Chamber of 
Commerce. Mr. 
Johnston agrees with 
the Fairless recom- 
mendations that 
loans be given rather 
than grants. Unlike 
the Fairless Commit- 
tee, he would want 
U. S. aid to under- 
developed areas ap- 
plied on the basis of 
economic need rather 
than military secur- 
ity considerations. He 
recommends the es- 
tablishment of a per- 
manent International 
Development Fund to 
promote’ long - term 
projects in underde- 
veloped areas. In the 
Johnston group’s 
views this Fund 
should expend “sub- 
stantially” larger 
sums on economic 
development and 
technical assistance 
than we presently 
spend for this 
purpose. The report 
leaves open the ques- 
tion of whether the 
additional funds are 
to come from new 
appropriations or by 
transferring existing 











basie findings are 
that foreign aid is both sound and necessary and 
siould therefore be continued indefinitely. It is an 
instrument of collective security not only in its mil- 
l'ary but also in its economic aspects because “eco- 
romic develpoment ... is ...as important .. . to the 
security of the free world as the military measures 
e have taken.” However, while the committee 
slieves the cost of this “collective security” to be 
iaite justified in the light of the achievements, it 
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foreign aid funds 
from military to economic purposes. 

A study written for the Senate by the Massachu- 
setts Institute of Technology and another by the 
University of Chicago are of particular interest to 
the “liberal” Democratic wing in Congress since 
they follow the Truman-Acheson line of large-scale 
foreign aid spending for extended periods, regard- 
less of the political orientation of the countries re- 
ceiving such aid. The (Please turn to page 132) 
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Market Over The Next Fortnight 


Despite some recent mild improvement, general performance of the market remains 
Upside potentials are believed to be restricted. Most stocks are amply 


unimpressive. 





priced on present earnings and dividends. Business prospects are uncertain. Continue 
to allow for a later test of the February lows, and to adhere to a conservative policy 


in portfolio management. 


By 


" 
The stock market remains highly mixed, 
with trading volume restricted and the over-all move- 
ment both indecisive and unexciting. Within these 
limits, it can be said that the recent performance 
has been more pleasing to bulls than to bears. It 
has been “better than the news”. Despite reports of 
further easing in some lines of business, increased 
probability of at least a mild recession in general 
economic activity, and a cautious-to blue investment- 
speculative sentiment, the averages did no worse 
than move about sidewise through most of March; 
and they edged up enough in late March and early 
April to add modestly to the recovery from the 
February lows. 
The net changes over 


the last fortnight were 
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THE MARKET IS A TUG-OF-WAR . . . 
PRODUCES THE FLUCTUATIONS” 


SUPPL | 
As Indicated by Transactions | | 
at Declining Prices 


As Indicated by Transactions 
at Rising Prices 


MEASURING INVESTMENT 
AND SPECULATIVE DEMAND 


SCALE AT RIGHT> 


100 


SCALE AT LEFT 


SEPT oct. NOV. DEC. JAN. FEB 





MEASURING MARKET SUPPORT 


CONSTANTLY SHIFTING SUPPLY & DEMAND 
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nificar 
1V 
MILLER out of 
dends, 
be l ) 
ol 
moderately on the plus side, featured by two early-§*!"“© 
April sessions in which improving prices were ac-BY©*"> | 
companied by the first expansion in trading volumeg S!2°tS 
that had been seen in some weeks. Toward the endg PU>'ne 
of last week, however, there was a shift to easing aa th 
or irregularity in much of the list, and a promopt®®’ ¢ 
relapse in share turnover. jlo a 
gm ke 
Scope Of Rally ; Zs a 
At the best closing level in recent days, the ing the tin 
dustrial average had extended its March 6 rallyg ™ ke’ 
high by less than 4 points, which is a nominal per-§ ul, 
centage; and had made up a little more than halfg"" @ 
of the December-February leg of decline. On a sirm-§‘ 
ilar comparison, the rail average ex-§ iF hers 
tended its upswing from the Februaryy sul 
low by about one point, and retrac dg Sarily 
less than a third of its December- reef ati of 
ruary phase of decline. Both, of course, Ann 
remain much nearer to the February! ‘ks 
lows than to the 1956 bull-market tops§@"" ™ 
with evidence of a completed downtrendg ™0"°Y- 
pattern absent—and for the future tog DUSines 
supply. Contrasting with this, the Dow. Mon 
utility average remains in a creepings!™(ustt 
bull market (partly due to inclusion of longer 
some natural gas stocks), as shown by ae 
the following succession of highs: Augy P. 
ust, 1956, 71.17; March 15, 71.58; andy ™ 194 
April 4, 71.66. Actually, electric utilityp 947: 
stocks, on a broad average basis, have “0t 
been in a range of less than 6% frome ™0Te § 
high to low since last August; andg sPecula 
currently stand around the half-waygP'eV!0u 
90 point therein, although a minority off “'® (1) 
individual issues have attained new bullgSU¢?_ > 
market highs within recent weeks. By) tay 
the same token, most industrial stocks “YS f 
have rallied less from their 1957 lows) Spat 
than has the Dow industrial average} wee 
In a limited-range market, the fact “a yin 
that it is a “market of stocks” stands.“ 
out all the more. On a daily averages: neral 
only moderately more individual issue# tage 
have recorded advances over the last otal co 
tening 


fortnight than have experienced dey. 
clines; with those reaching new 1957 
highs exceeding individual new lows in 
a ratio of roughly three to two for the 
period, and nearly two to one last week! 
The total numbers of stocks involved 
in the latter comparisons are relatively 
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1957 ranges. Particularly 
among prominent stocks, 


very few show either es 
stand-out strength or 320 
weakness at this writing. $15 
The same is true of the ons 
stock groups, with only 


. . . 49 
drug issues showing sig- . 


nificant recent strength. 485 

n view of the flattening 475 

Sout of earnings and divi- 
dends, the sharp rise in 

bond yields which has been 

ol partially reversed 155 
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, and the lowering of 
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plumes Sigats on general 1957 M5 
e end™ business prospects, why 
asings 2! the averages appreci- 
-om ote 2! above the February 
= lows and why does not the 7 
pm: ket “fall out of bed’? i 
eThere are a number of oe 
irecsons valid at least for 67 
e i . the time being. One is that 
-aliy market adjustment has, as 4 oeeeneemne 
rally® : . : Volume WN. Y. Stock Exchange 
| per-a Us il, run ahead of busi- 
per-5 ; 3 OF SHARES 
half ness adjustment. The de- 
c ° . ~~, . 
-sira-e ¢! from 1956 high to 2 
o ex. February, 1957, low effec- 
ruarve && substantial (not neces- : 
c ; 
raceda S@vily complete) correc- 8s 2 29 § 12 19 
-Feb@ tion of earlier over-valu- DECEMBER JANUARY 
vursem@tion in “fair-haired” 
ruarve St ks and stock groups; 
c . . 
topsi and made considerable allowance both for changed 
trenda ™ ney-market conditions and for less promising 


re tol business prospects. _ a 
Down. For perspective, it amounted to 13.6% for the 
epingy industrial average, compared with declines over 
om of longer periods of time of 13.8% in 1953, 17.4% in 
m= be 1948-1949 and 24.8% in 1946-1947 ; and to nearly 

§24°. for the rail average, against declines of 20.7% 


Aug. 1946- 


—# ( ¢ 97 9O¢ My 
- andgD 1943, 37.3° in 
1947. 


tility§ : 

have Another reason is that stocks are, on the whole, 
fromg More strongly held than in the past, with no big 
rong speculative position to be liquidated, as we have 


1948-1949, and 41.2% in 


previously emphasized. Other reasons all related, 


-waye 3 —"s 
ry off @re (1) there has been no shrinkage at all so far in 
bul Such broad measures as gross national product, 


; BY personal income, total consumer spending and out- 
"ie lays for new plant and equipment, with latest data 


red putting all at new peaks; (2) the dips so far in the 
rage Reserve Board’s index of production, in factory 
fact employment and in average weekly earnings of 
ands |2ctory workers have been slight ; (3) significant 
rage general business recession remains somewhat “iffy 
ssues i” fact and wholly so as regards possible degree; (4) 


laste Cota! corporate earnings and dividends, while flat- 
| jeg (ening out, remain on a high plateau; (5) most 
1957) investors are still “sold”, even if less enthusiastically 
ee i so than in 1955-1956, on long-range business growth, 
. thel and are still mindful of the threat of more long-pull 
veeks iflation, regardless of interim checks or reversals ; 
slveda<2d (6) most investors apparently assume that, if 
ivel é general recession is ahead, it probably will be 
us*<“@relatively mild and of moderate duration. 
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Conservative Policy Still In Order 


Certainly first-half business volume will be under 
the levels expected earlier. Automobile sales are 
disappointing in total. Although still at a high level, 
steel operations have eased further. Despite higher 
prices, department store sales in the first quarter 
merely equalled the year-ago level. Housing is well 
down, but could tilt upward to some extent with 
easier mortgage-money conditions likely later in the 
year. Plant-equipment outlays are not likely to rise 
further; and whether the present peak level will be 
held through the year is doubtful. Total 1957 govern- 
mental spending, however, is bound to be up sub- 
stantially. It is not impossible that late 1957 busi- 
ness could be better than there are present visible 
reasons for expecting ; but, on the available evidence, 
the best that we can envision is a 1957 level of eco- 
nomic activity, earnings and dividends not impor- 
tantly different from last year’s. 

If that is correct, there is inadequate inducement 
for expanding positions in common stocks, since 
most issues are far from cheaply priced on existing 
earnings and dividends, with both largely static. 
On the other hand, the market could go lower if 
and as more definite evidence of business recession 
develops. It could go considerably lower if recession, 
even though moderate, turned out to be somewhat 
less mild than in 1953-1954 and 1948-1949. Any way 
one looks at it, caution, conservatism and selectivity 
remain advisable in portfolio management at this 
time. MONDAY, APRIL 8. 
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BOOM IN CAPITAL GOODS 


—Is it on the skids? 


By HOWARD NICHOLSON 


In late 1955, the American economy ap- 
peared, to most experienced observers, to have ar- 
rived at a crucial postwar juncture. Stimulated by 
an extraordinary volume of personal credit expan- 
sion, and also perhaps by the last vestiges of postwar 
shortages, the consumer sector had been spending at 
the highest rate in history. Mid-1955 stands as the 
record for automobile sales, and for sales of a host 
of other appliances. Early 1955 marked a _ record 
rate of new home-building and mortgage extensions. 

As 1955 drew to a close, the consumer boom fal- 
tered. Heavily burdened with debt, and substantially 
equipped with goods, the average American was in 
no mood to continue his decade-long splurge of 
spending. Since consumers take by far the largest 
portion of American output, the whole business out- 
look was very much in doubt. 

At this juncture, however, spending by American 
business was entering on the greatest expansion in 
its history. The prodigious rate of consumer spend- 
ing in early 1955 had brought most suppliers of basic 
raw materials and consumer finished goods to the 
highest operating rates in their history. Pressed hard 
against their capacity, industry after industry an- 
nounced new expansion programs. A new wave of 
capacity growth was sweeping through the business 
sector at the very moment when a wave of consumer 
spending had passed its crest and was entering on 


66 





a long and persistent subsidence. 

These offsetting cycles in personal and business 
spending have dominated American business condi- 
tions ever since, and the balance between them is 
now the crucial question of 1957. Both at home an 
abroad, the American outlook is being phrased ir 
some such form as this: “Will American business 
expansion decline sharply before the American con- 
sumer is again able and willing to increase his ow! 
spending?” An answer in the affirmative has broadly 
bearish implications for business, labor and inves- 
tors alike. In fact, even granting a number of other 
uncertainties affecting securities prices in recent 
months, it would not be far from the mark to attri- 
bute most of the bearishness to the possibilities of 
an imminent and pronounced decline in business 
spending for plant and equipment. 


The Facts on Plant and Equipment 


In 1939, American business (including manufac- 
turing and nonmanufacturing, and corporate an 
unincorporated) spent about $5.5 billion on new 
facilities. In the early postwar years, the spending 
rate rose to about $20 billion, and to about $27 bil- 
lion in the years 1950-1955. In these years, the in- 
centives behind capital spending were norma! 
secular incentives: the need to rebuild the nation’s 
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capital equipment after a decade of depression, and 
then a half-decade of war. For fifteen years, Ameri- 
can business had “consumed capital’; that is, it 
had used up or written off more plant and machinery 
than it had acquired, and the stock of productive 
assets had actually declined, perhaps for the first 
time in history. 

But starting in mid-1955, the spending rate on 
plant and equipment took off into a wholly new 
range. From roughly a $25-billion annual rate in 
ev rly 1955, spending climbed to a $35-billion rate in 
n id-1956. The rate in now about $37 billion, and 

\| climbing slowly. 

The latest indications on the course of capital 
s) ending in 1957 are contained in a survey the re- 
sits of which were recently published by the De- 
p rtment of Commerce. According to the survey, 
nual expenditures in 1957 will total $37.4 billion 
— bout 644% greater than the $35.1 billion that 
was spent in 1956. This gain compares with an 
ir rease of something like 227 in 1956 over 1955. 
wever, the rate of outlays climbed sharply during 
1.56: at the year’s end, the spending rate was al- 
yr idy approximately at the level forecast for 1957. 
R sult: a statistic which was widely proclaimed in 
tie business press to herald a further expansion in 
bsiness demand actually points to at most a plateau 
iv coming months, and, more likely, a significant de- 
cine. The capital goods boom is not waning: it is 


ut 

The proof that it is over lies in a whole range of 
statistics which are mundane in comparison with 
the grandiose Commerce Department estimates of 
“anticipated spending,” but nevertheless very re- 
vealing. For example, contract awards for nonresi- 
ential construction. These awards data naturally 
ecede activity, which they forecast. The data them- 
ves are now open to a little misinterpretation, 
ecause of recent changes in reporting by the pri- 
te statistical organization which is the primary 
source for construction statistics. But there is no 
mistaking their general import. In February and 
March, the awards figures have obviously fallen 
sharply, after an erratic rise in January. The de- 
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clining trend in these figures is traceable back into 
the fall of 1956. It is symptomatic of a major change 
in the pace of plant building that is now imminent. 

Similarly with new orders for the machinery and 
equipment that goes into plants. For the past six 
months, these orders data have been in a slight but 
perceptible downtrend, even when expressed in dol- 
lar figures. Since prices of machinery have been ris- 
ing almost 1‘< per month, the decline in the physical 
volume of machinery represented by dollar orders 
is quite significant. 


Where the Declines are Coming 


In the complex structure of American business 
conditions, individual industries often tend to pur- 
sue their own trend for a little while, even in the 
face of an obvious general trend. So it is with capi- 
tal outlays: while the total is headed down in the 
last half of this year, there is a widely scattered 
pattern among industries. 

Spending by public utilities, for example, is still 
headed sharply upward. This is partly owing to 
the very long lead time of equipment bought by utili- 
ties. Some of the equipment ordered as long ago as 
early 1955 will be delivered in the last half of this 
vear. (In fact, part of the expected rise in public 
utility spending this vear may reflect the tremen- 
dous rate of sales of electrical equipment generated 
over a year ago by a now-famous price war among 
producers of electrical machinery). 

Railroads, too, are likely to find their capital 
spending on an uptrend throughout 1957. Here the 
uptrend is owing mainly to long delays in the de- 
livery of steel plate to the manufacturers of rail- 
road equipment. New orders for freight cars are 
now in only nominal quantity, but a vast backlog 
of orders was built up during the shortage of steel] 
in late 1955 and the first three quarters of 1956. 

Apart from these two industries, where the pro- 
jected rise in spending reflects mainly a delay in the 
delivery of equipment ordered long ago, there are 
few instances of industries that can be counted upon 
to increase or even maintain their capital outlays 
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Capital Expenditures 
Seasonally adjusted at annual rctes 
(Billions of dollars) 
Total Manufacturing Non-Manufacturing 
First Revised Actual Revised Actual First Revised Actual 
Anticipation Anticipation Spending Anticipation Anticipation Spending Anticipation Anticipation Spending 
1954, 
I 27.96 28.04 27.46 12.08 11.70 11.62 15.88 16.34 15.84 
ul 27.52 26.94 26.92 11.59 11.42 11.09 15.93 15.52 15.83 
ul 26.79 26.75 26.84 11.02 11.23 10.98 15.77 15.52 15.86 
IV 25.96 26.59 26.18 10.74 11.11 10.58 15.22 15.48 15.60 
1955: 
! 26.03 26.04 25.65 10.79 10.24 10.17 15.24 15.80 15.48 | 
ul 27.43 27.86 27.19 10.74 11.22 10.84 16.69 16.64 16.35 
ut 28.83 29.03 29.65 11.30 11.36 11.97 17.53 17.67 17.68 | 
IV 29.73 30.86 31.45 12.05 12.64 12.48 17.68 18.22 18.97 | 
1956: | 
! 31.60 33.21 32.82 13.44 13.66 13.45 18.16 19.55 19.37 
ul 35.32 34.77 34.49 15.40 15.15 14.65 19.92 19.62 19.84 | 
tL 36.74 36.26 35.87 16.07 15.82 15.78 20.67 20.44 20.09 
IV 38.00 37.33 36.46 16.87 16.41 15.81 21.13 20.92 20.65 | 
1957: 
I 37.96 36.89 16.46 16.34 21.50 20.55 
ll 38.00 16.88 21.12 
Source: Department of Commerce or SEC. 
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rate throughout the year. In pri- 
mary metals manufacturing, cap- 
ital spending is scheduled (ac- 
cording to the Commerce survey) 
to rise fully 50% in 1957, but 
this rise is now extremely doubt- 
ful. In steel, in aluminum, and in 
a number of nonferrous metals 


{most notably copper) the prob- wee 
1947 


lems are obviously not shortages 

of capacity, but shortages of buy- on™ Se 
ers. In the chemicals industry, oe ° 
outlays in 1957 are expected 1988—Jene 
(again on the basis of the Com- % change 
merce survey) to rise almost 1955—June 
25%. Some rise in chemicals in- 1957—Feb. 
dustry spending is likely to ma- % change 
terialize, but it is highly doubtful 1947 

that it will reach 25%. Among 1957—Feb. 
heavy industrial chemicals, mar- % change 














Price Comparisons 1947-1957 
Index Numbers 1947-1949 100 





Capital 


Capital 

All Goods Goods ——General Wholesale Prices ———— 

Capital for for All Processed 
Goods Manufacturing Non-mfg. Commodities Feods Industrials 
92.8 92.8 92.8 96.4 98.2 95.3 
108.7 109.0 108.4 103.1 99.8 105.0 
+ 17.1 + 17.5 + 16.8 + 7.0 + 16 + 10.2 
92.8 92.8 92.8 96.4 98.2 95.3 
127.1 129.8 124.9 110.3 91.8 115.6 
+ 37.0 + 39.9 + 34.6 + 14.4 — 65 + 21.3 
127.1 129.8 124.9 110.3 91.8 115.6 
144.4 149.0 140.7 117.0 103.9 125.3 
+ 13.6 + 14.8 + 12.7 + 6.1 + 13.2 + 84 
92.8 92.8 92.8 96.4 98.2 95.3 
144.4 149.0 140.7 117.0 103.9 125.3 
+ 55.6 + 60.6 + 51.6 + 21.4 + 58 + 31.5 








kets are already very well sup- 
plied indeed, and the price trend 
for a broad range of chemical products is already 
down. The impetus to expand is thus considerably 
less than it was a year ago, when the capital out- 
lays of this industry were still rising at about 40% 
per year. (In some of the light-chemicals section of 
the industry — plastics, synthetic fibers, drugs — the 
competition is already intensely keen, and further 
capacity is hardly to be desired). 

Among other manufacturing industries, the year- 
end trend of capital outlays is almost certain to be 
down. In motor vehicles, in stone-clay-glass, food 
and textiles the trend is already down; it is appar- 
ently turning down now in pvaper, rubber, petroleum 
and coal products. For miscellaneous durables in- 
dustries, which includes instruments and related 
products, the spending rate is declining sharply. 
Among miscellaneous soft-goods lines, it is evidently 
about to turn down. 


Uncertainty and Capital Goods 


The trends described briefly above may turn down- 
ward considerably more sharply than indicated, be- 
cause of the pronounced and pervasive effects of 
uncertainties on capital outlays. It is particularly 
worth noting that ever since early 1956, business- 
men have consistently been spending less on plant 
and equipment than they told the Commerce De- 
partment they expected to spend. (See attached 
table, page 67). In the third quarter of 1956, for 
example, businessmen themselves estimated their 
spending in the fourth quarter to be $38 billion. 
Three months later they revised their estimate of 
fourth quarter spending to $37.33 billion; three 
months later, in retrospect, they reported that their 
actual spending in the fourth quarter amounted to 
only $36.46 billion. In the past, this tendency to re- 
duce the spending rate, owing to increasing uncer- 
tainty, has accurately presaged a downturn in the 
general spending rate. It is interesting that the ten- 
dency has recently appeared across the industrial 
board; in nonmanufacturing lines, as well as in 
manufacturing. 


Causes of the Turn 


Appraising the reasons for the turn in capital 
outlays is difficult, but necessary. The reasons are 
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revealing, with respect both to the imminence of 
decline, the rate at which the decline will occur, i‘s 
probable duration, and what, if anything would ar- 
rest or reverse it. 

In individual industries, the reasons for the ta-§ 
pering off in expansion doubtless differ widely. Inf 
some instances — textiles and apparel are pro) 
ably reasonably good illustrations—foreign compe-} 
tition has cut so deeply into U.S. markets that thef 
need for more plant has been eliminated. In other# 
industries, such as television, domestic capacity isf ‘ 
already so full-biown that facilities are leaving the / 
industry. In other instances, capacity has outgrown, 
or threatens to outgrow, near-term demand pros- 
pects. In other cases, funds from profits have dried 
up. In still others, demand is being won away by a 
newcomer industry. And in still others, the avail- 
able technological innovations have been exhausted, # 
and further increases in efficiency (and in pur-j 
chases of equipment) must await further techno-} 
logical improvement. ; 

Out of this welter of individual circumstances, } 
three general and fundamental reasons, and a fourth? 
contributory or reinforcing reason, can be isolated. 





: 
Capacity Ample § Was no 
p ol the 


In the first place, the general capacity of the § sharp 
American system has been substantially rebuilt in} among 
the past decade. The rate of plant spending has § has be 
been such to make up for lost time in the fifteen pre-¥ p, 


I long 
ceding years—and some slowdown was inevitable Few 
once the catch-up was completed. Outside of a few) |yxury 
remaining sectors—of which public utilities are pos-7 Qn the 
sibly the best example—the catch-up is now over, ) compa 
and steady growth, rather than a surging wave off capital 
output, is now the outlook. B researc 

Within this general reason of a completion of aor was 


catch-up, it should be noted that industries produc- 7 immed 
ing consumer finished goods have more than caught) ; 


urse, 
up: they have—clearly in some cases, probably in) f ,yora 
others—surpassed demand and are in a dog-eat-dog | For 
warfare that usually accompanies the overbuilding § averag 


of productive capacity. Radio-television is a notable Fat app: 
case in point; other appliances offer cases only Jat abou 
slightly less notable. Related to this general problem 7) on, ac 
of consumer durables is the markedly slower rateffor Pr 
of homebuilding over (Please turn to page 126) ¥zhead, 
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As if the problem of analyzing investments 
was not already complicated enough for stockholders 
of the nation’s leading corporations, the relatively 

the sharp recent rise in advertising expenditures — 
It in} among consumer goods companies in particular — 
has§has become so important a cost factor that it can 
pre-© no longer be ignored. 
table Few managements today consider advertising a 
few) luxury or a source for spending only excess profits. 
pos-) On the contrary, it has become as vital to many 
over, companies as research and other items calling for 
ye Of Pcapital expenditures. But like funds poured into 
research, advertising money may be spent wisely 
of aor wastefully, and while results may not show up 
duc- immediately, excessive spending will eventually, of 
ught course, affect sales, earnings and dividends un- 
y 1n§ fivorably. 
-dog§ For the years 1935-39, trade estimates placed the 
ding § average total cost of advertising in the United States 
table Fat approximately $1.9 billion per year; for 1945-49, 
only Fat about $3.9 billion annually, and for 1956 at $9.9 bil- 
blem §] on, according to a McCann-Erickson Inc. estimate 
rate} for Printers’ Ink. Projecting this figure ten years 


126) }zhead, the chairman of one of the country’s largest 
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7 $9-BILLION 
ADVERTISIN 


RACE 


—5 Year Comparison and Appraisal 


of Advertising Costs 
—with Sales—and Earnings 


By WILLIAM B. KNOWLES 


agencies estimated last year that advertising costs 
in the United States will reach $16 billion by 1965. 
What, if any, correlation may be made between 


sales and advertising? General Foods President, 
Charles G. Mortimer, whose company had reported 
sales of $824.8 million and an advertising appropri- 
ation of $62 million in fiscal 1955, told stockholders 
last year that the 1956 appropriation has been upped 
to $75 million, but “‘as a result of this advertising 
expenditure ... General Foods achieved net sales of 
$931 million.” 

A different point of view has been expressed by 
former New Deal brain truster Adolph A. Berle, Jr. 
Suggesting that the U. S. was on its way to another 
depression, in June, 1956, Berle warned that we 
can’t expect “to advertise our way out of trouble. 

“There won't be a big rush to buy the 1957 models 
next fall,” he predicted. “The reason is simple: 
Most people don’t need a car. They already have 
one. They haven’t paid for it; their problem is hold- 
ing on to it. And so on up and down the line. Pro- 
duction has given a huge part of America most of 
the things it immediately needs and wants.” 
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Estimated 
Total 
Total Advertising 
Sales Expenditures 
(Millions) 
3 AUTOMOTIVES 
GENERAL MOTORS 
1955 $12,443.2 $170.3 
1954 9,823.5 119.9 
1953 10,027.9 
1952 7,549.1 
1951 7,465.5 
FORD MOTORS 
1955 5,594.0 72.9 
1954 4,062.3 53.1 
1953 4,211.3 
1952 2,640.2 
1951 2,741.8 
CHRYSLER 
1955 3,466.2 68.6 
1954 2,071.5 42.6 
1953 3,347.8 
1952 2,600.9 
1951 2,546.6 
2 DETERGENTS 
PROCTER & GAMBLE 
1955 965.7 85.0 
1954 911.0 79.0 
1953 850.2 
1952 818.0 
1951 860.6 
COLGATE PALMOLIVE 
1955 285.5 62.0 
1954 261.8 58.0 
1953 257.3 
1952 245.6 
1951 223.8 
4 FOODS 
GENERAL FOODS 
1955 824.8 75.0 
1954 783.0 62.0 
1953 701.0 
1952 632.5 
1951 589.2 
GENERAL MILLS 
1955 513.6 29.0 
1954 487.5 27.0 
1953 483.0 
1952 468.8 
1951 435.9 
NATIONAL DAIRY 
1955 1,260.2 35.0 
1954 1,210.3 31.5 
1953 1,232.1 
1952 1,141.2 
1951 1,038.4 
CAMPBELL SOUP 
1955 377.5 20.0 
1954 338.6 18.0 
1953 327.5 
1952 306.6 
1951 289.3 
5 TOBACCOS 
AMERICAN TOBACCO 
1955 1,090.8 27.0 
1954 1,068.5 23.4 
1953 1,088.3 
1952 1,065.7 
1951 942.5 


National 
Advertising 
es 


$121.4 
82.4 
71.0 
47.4 
44.7 


54.4 
39.4 
34.4 
23.1 
20.7 


54.2 
32.6 
29.1 
21.9 
23.1 


57.4 
50.1 
44.3 
45.7 
47.2 


34.8 
33.6 
33.7 
29.5 
24.1 


38.0 
33.8 
32.6 
31.2 
28.7 


19.8 
18.2 
16.2 
17.0 
14.0 


17.3 
14.7 
13.1 
11.3 
11.2 


12.6 
14.2 
12.4 
10.7 
10.9 


21.1 
17.8 
18.6 
15.0 
12.9 


*—This includes national space and network time only. 


**—Printers Ink figures computed first in 1951. 
t—Adjusted. 





Percentage 


Change 
From 
Previous 
Year** 


T 47.3% 
16.5 


+-49.7 


6.0 


+-38.0 
+-11.7 
+ 48.9 
+11.4 


+-66.2 
+-12.0 
+-32.6 

5.2 


+-14.6 
+-13.1 
3.2 
3.1 


3.7 


14.2 
22.2 


+-12.3 
3.7 
46 
8.6 


8.3 
+-12.7 
4.6 
+21.0 


+17.8 
+-12.6 
+15.6 


11.1 
+14.5 
+15.7 

1.2 


+-18.6 


— <2 
424.0 


+16.5 





Advertising 


Cost 
Per 
Share? 


$ .61 
43 
25 
16 
16 


98 
.63 
42 
38 


7.87 
4.89 
3.34 
2.51 
2.64 


8.79 
8.37 
4.57 
4.72 
4.88 


25.00 
23.38 
13.59 
11.89 

9.71 


6.38 
5.27 
2.77 
2.65 
2.40 


12.92 
12.07 
6.79 
7.59 
6.26 


2.58 
2.32 
.96 
81 
.80 


1.87 
1.59 
1.15 
1.00 
1.00 


4.14 
3.59 
2.85 
2.45 


1.98 


5 Year Record of National Advertising Cost — Sales & Earnings 


Net 
Earnings 
Per 
Share? 


$4.26 


2.23 
2.09 
1.87 


8.17 
4.31 
3.14 
2.21 
2.39 


11.49 
2.13 
8.59 
9.04 
8.27 


2.96 
2.71 
2.18 
2.16 
2.65 


5.47 
4.91 
5.02 
4.38 
2.79 


3.31 
2.65 
2.33 
2.16 
2.29 


5.02 
4.50 
4.68 
3.94 
4.92 


2.98 
2.77 
2.32 
2.12 
2.03 


2.73 
2.36 
2.13 
1.99 
2.13 


7.45 
6.12 
5.90 
4.79 
5.57 


t—Based on Total Advertising expenditures for 1954 and 1955 on number of shares out- 
standing as of 12-31-55; and on National Advertising for 1951, 1952 and 1953, also 
based cn number of common shares outstanding as of 12-31-55. (See Table, page 130, 


for no. of shores outstanding in individual companies.) 
1—Year to 12-31-55. 


“_Deficn 











*—Year to 3-31-54. 


NOTE: Advertising figures compiled for Printers’ Ink by Barbour Walker Lyndon, published 
in Printers’ Ink August 24, 1956 issue—Advertisers’ Guide to Marketing for 1957. 
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How Much Should Be Spent 






The problem of how much 
should be spent on advertising 
has been a vexing one to business 
executives. As more and more 
companies place increased empha- 
sis on advertising they have be. 
gun to search for some kind of 
yardstick to determine the size of 
their budgets. Perhaps the most 
widely used relationship has beer 
to tie this cost to a percentage of 
sales. Many companies attempt t 
arrive at a percentage of anti-if 
pated sales for the following year 
and some use the year previous 
as a rough measure, but few, if 
comparisons with earnings are 
any indication, attempt to atta:h 
their advertising costs to profi's 
And they should. 

There is a wide divergence Le- 
tween different companies wher 
estimated advertising costs are 
stated as a percentage of sales 
In 1955, advertising reflected only# 
0.2% of sales for U. S. Steel} 
8.9% for Procter & Gamble and a 
whopping 50° for Hazel Bishcp} 
Obviously, many factors ‘out 

4 
4 
F 





sales determine how much shouk 
be spent. Periods of high compe. 
tition often influence the size of a 
budget, and as a general rule capi-f 
tal goods companies never need t 
advertise as heavily as those sell- 
ing the consumer. 

The comparisons become ever 
more intriguing when advertising 
costs are related to net earnings 
While the two year period, 1954- 
55, by no means provides an ac- 
curate guide to management’s 
policies, it nevertheless reveal! 
some peculiar characteristics 
among the advertising-conscious) 
automotives, which as a group} 
spend by far the largest estimated} 
amount per company of any 
major industry. 

In both these years Ford Mo- 
tor’s advertising costs represented 
1.3% of sales, but reached 23% 
of net earnings in 1954 and 17 
in 1955. General Motors’ alloca- 
tion was 1.2% of sales in 1954 
but 15% of net income, and in 
the following year the compan) 
spent 1.4% of sales and 14% of 
net income on advertising. The 
most unusual comparison of all 
however, is provided by Chrysler, 
whose share of the automotive 
market had dropped from 20.3% 
in 1953 to 12.9% in 1954. While 
advertising approximated 2% of 
sales in both 1954 and 1955, be 
cause of the much smaller number 
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Spent 





of Chrysler shares outstanding 
the per share cost figures were so 
distorted that they are not com- 





much 


ertising | ; 

susines Parable on an earnings basis, and 
d more Shows how advertising compari- 
emphage 80"S can be confusing. The low for 
ave bef Chrysler was in 1954, where the 
kind of ¢2rnings dropped to $2.13. With 
s size off newly designed models to help, 
re most Chrysler regained a part of its 


I market the following year, 
w th earnings of $11.49 per share 
in 1955, the highest in the indus- 


las bee} 
itage of 


empt ti 

anticig ©: ; : 

ng yearly. ‘The automotive industry has 
reviouss been criticized on some fronts for 
few, if@ increasing its advertising appro- 


zs are™ priations in 1956, when new 1956 
, attache m dels were pushed on the market 
profisg ely, about six months ahead, 

x sales of the previous year’s 
cacs were virtually at a standstill. 


nee be§ - - 
s whe! Mony investors believed that the 
“.. . fo lowing year’s market was be- 
sts are . : - - 
f salest ' tapped too heavily by this 
we . . 
ed aa move, and recently released fig- 
Steals UeS appear to bear this out. Sales 
x Fi 


of General Motors dropped from 
$12.4 billion in 1955 to $10.8 bil- 
1 in 1956, while earnings fell 


e and a 


Bishcp} 


Ea 


dak | 
‘should from $4.26 per share to $3.01. 
compet Ford Motor reported a sales de- 
ize of a Clue in 1956 to $4.6 billion after 
le capi iwhing $5.6 billion a year 
ve CAPIE oorlier, and saw earnings per 
need tom “ , 3 - : gs | 


share cut almost in half to $4.38 
from $8.17. 
Chrysler, however, experienced 


se sell: 


le ever eon 
rtisings || sharpest drop, as sales of $2.7 
rnings billion reported for 1956 were 
An oo below $3.5 billion re- 
|, 19548 velow the $3.5 billion 1 
i 


; : : 
} ported for the year previous, and 
fF as earnings per share cascaded 
=» from $11.79 to $2.29. When esti- 


an ac- 
ament’s 





—— mated advertising totals are re- 
er ie ported later this year, it will in- 
grou deed be interesting to compare 
imatedy them with these figures. Perhaps 
oo very rough and inconclusive in- 
“© dication of whether total advertis- 
ing costs will be up or not may be 
rd Mo} drawn from a report released by 
rer the Publishers Information Bu- 
d 23 ‘) reau last month. This source, 
id 17°) which measures money spent in 
alloca- magazines, supplements and net- 
n 1954 work telecasting, announced that 
and in eneral Motors spent $49 million 
17 1956—$41, million above the 
14% Of) vear previous. Ford also was up 
g. The shout $3 million while Chrysler’s 
of all ital expenditures in these 3 me- 
irysler, a dropped slightly. 
ope In a period when automobile 
20.3% roduction is falling farther and 


While arther below capacity, it’s not 
2% Of inusual to find some investors 
55, Me vondering if such high advertis- 
— (Please turn to page 130) 
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5 Year Record of National Advertising Cost — Sales & Earnings 


(Continued ) 
Estimated 
Total National 
Total Advertising Advertising 
Sales Expenditures (*) 
(Millions) 
5 TOBACCOS—(Continued) 
R. J. REYNOLDS 
1955 $ 866.4 $ 27.0 $ 20.0 
1954 814.2 27.0 19.5 
1953 876.1 18.8 
1952 881.4 17.1 
1951 814.2 14.6 
LIGGETT & MYERS 
1955 546.9 20.0 13.0 
1954 543.8 22.1 15.1 
1953 586.4 14.3 
1952 603.0 13.0 
1951 539.9 11.4 
P. LORILLARD 
1955 228.2 13.9 12.2 
1954 231.0 16.7 13.9 
1953 253.9 12.5 
1952 2.45 8.6 
1951 188.4 74 
PHILIP MORRIS 
1955 283.2! 13.9 10.0 
1954 294.9- 16.7 77 
1953 314.8 10.4 
1952 306.7 10.6 
1951 305.8 9.2 
3 DISTILLERS 
DISTILLERS CORP. SEAGRAMS 
1955 735.6 30.4 21.4 
1954 752.6 27.4 19.8 
1953 793.4 19.0 
1952 741.7 18.0 
1951 786.0 16.1 
NATIONAL DISTILLERS 
1955 500.1 18.4 13.7 
1954 487.3 17.5 13.4 
1953 488.7 12.2 
1952 470.1 10.1 
1951 466.8 11.9 
SCHENLEY INDUSTRIES 
1955 411.7 25.4 11.9 
1954 409.9 25.7 12.8 
1953 421.3 15.5 
1952 426.4 14.1 
1951 450.5 16.2 
1 STEEL 
U. S. STEEL 
1955 4,079.7 7.5 5.2 
1954 3,241.3 6.4 47 
1953 3,853.0 3.9 
1952 3,131.7 3.5 
1951 3,509.7 3.5 
2 COSMETICS 
REVLON 
1955 51.6 7.5 45 
1954 33.6 5.0 2.4 
1953 28.3 1.2 
1952 25.4 9 
1951 22.3 8 
HAZEL BISHOP 
1955 11.4 5.7 3.4 
1954 11.9 5.5 3.5 
1953 99 3.4 
1952 4.5 3.1 
1951 2.8 9 


*—This includes national space and network time only 


**—Printers Ink figures computed first in 1951. 
—Adjusted. 


Percentage 
Change 
From 
Previous 
Year** 


2.8% 


3.4 
9.6 
17.3 


14.3 

5.9 
10.0 
13.6 


12.1 
+112 
+-45.3 
+12.3 


+ 30.2 
26.3 

17 
14.6 


8.0 
4.3 
5.2 
+12.1 


2.3 
98 
+21.0 
15.3 


77 
17.1 


12.6 


16.2 
19.2 
12.7 

2.1 


90.0 
93.2 
26.5 
15.2 


1.0 
1.3 
11.6 
242.6 


Advertising 
Cost 
Per 

Share? 


$2.70 
2.70 
1.88 
1.71 
1.46 


5.09 
5.65 
3.65 
3.32 
2.91 


4.87 
5.85 
4.33 
3.01 
2.67 


4.81 
5.78 
3.60 
3.67 
3.18 


3.46 
3.12 
2.16 
2.05 
1.83 


2.17 
2.06 
1.44 
1.19 
1.40 


5.81 
5.88 
3.55 
3.23 
3.71 


5.24 
5.06 
3.12 
2.85 

82 


Net 
Earnings 
Per 
Share’ 


$5.05 
4.19 
3.12 
2.90 
2.92 


6.46 
5.30 
5.50 
5.11 
5.19 


2.07 
1.98 
2.28 
2.01 
1.78 


3.63 
3.90 
4.13 
4.65 
6.62 


3.54 
4.09 
4.32 
4.25 
4.93 


1.60 
1.38 
1.18 
1.13 
2.86 


1.40 

87 
1.53 
2.76 
4.08 


6.45 
4.23 
3.77 
2.27 
3.05 


—Based on Total Advertising expenditures for 1954 and 1955 on number of shares out- 
standing as of 12-31-55; and on National Advertising for 1951, 1952 and 1953, also 
based on number of common shares outstanding as of 12-31-55. (See Table, page 130, 


for no. of shares outstanding in individual companies.) 


‘—Deficit. 1—Year to 12-31-55. 


-—Year to 3-31-54 


NOTE: Advertising figures compiled for Printers’ Ink by Barbour Walker Lyndon, published 
in Printers’ Ink August 24, 1956 issue—Advertisers’ Guide to Marketing for 1957. 




















THE REALIZATION OF A MIGH 


Coming Massive Economic Impact of 


Great Lakes-St. Lawrence Seaway 


—On Import-Export Trade and Transportation 
By EUGENE VAN CLEEF 


Editor’s Note: The author, Professor Eugene Van Cleef, 
has for many years been in charge of the Curriculum for 
International Trade—and holds full rank also in the Depart- 
ments of Geography and Business Organization of The Ohio 
State University—and advised the Ohio Chamber of Commerce 
on the relative consequences of the St. Lawrence Waterway 
Improvement, Living and working in this area, likely to be 
importantly affected, Professor Van Cleef has special in- 
terest in the Seaway and opportunities for thorough research. 
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This story is in response to our questions—(1) the effect of 
the St. Lawrence Waterway on the various adjacent areas-J 
(2) the extent to which traffic may be diverted from the 
Eastern Seaboard ports, especially since the St. Lawrence) 
Waterway could carry traffic straight from abroad to the 
center of the country via Chicago, Milwaukee and Duluth-} 
and (3) what it would mean to railroads, trucks, etc., wheal 
you add up the loading and various other charges. r 
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7 
- are bound to be many changes and 
) shifts as the Great Lakes-St. Lawrence Seaway gets 
into full operation—but, on the whole, we believe 
that the persons and communities alerted to the 
potentials ahead will find them bright indeed. 
» Already port cities along the Great Lakes are 
investing substantial sums of money to improve their 
facilities in anticipation of a new trade era which 
they are confident will be inaugurated with the com- 
pletion of the St. Lawrence Seaway Improvement 
in 1959 or 1960. Chicago, alone, expects to spend 
pwards of $150,000,000. It seems certain that the 
‘ealization of a 27 foot channel in the St. Lawrence 
tiver will compare favorably in influence with the 
‘anama Canal (1914) as one of the most significant 
vents in the economic history of the United States. 
he new improvement will rank in importance 
longside the opening of the Erie Canal (1825), now 
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the New York State Barge Canal, a way which made 
the Great Lakes region and the Upper Mississippi 
Valley readily accessible for settlement to the people 
of the Atlantic Seaboard, and the building of the 
first Sault Ste. Marie Canal (1855) which made 
available to the same people the rich timber, agri- 
cultural lands, and later, vast iron ore deposits of 
the Lake Superior District. 

Competition for the future increase in interna- 
tional trade is already keen among the lake ports. 
This is understandable when we consider the fact 
that 24 or more European steamship services even 
now operate on the lakes (Figure 1). Lake Erie 
centers are hopeful of gaining a certain economic 
head-start on ports farther west to enable them to 
maintain a considerable share of the trade after the 
Livingston Channel in the Detroit River is deepened 
and some other connecting channels are improved. 


Figure | — Imports and Exports through 
Great Lakes Ports, 1955. 
(Exclusive of Trade with Canada) 
(Short Tons) 





Imports 


3,736 
11,887 
15,976 
95,374 
55,423 
12,968 
15,676 

1,904 


Exports 
1,662 
25,231 
50,013 
118,521 
34,863 
19,526 
32,271 
4,600 


Duluth-Superior 
Green Bay 
Milwaukee 
Chicago District 
Detroit 

Toledo 
Cleveland 
Buffalo 


From Waterborne Commerce of the U.S., Department of the Army 





Port Cities Serve Wide and Overlapping Areas 


In estimating the trade fortunes of the lake cities, 
sight must not be lost of the fundamental fact that 
accessibility from the water side only, is not suffi- 
cient. A look at a map, Figure II, of the area tribu- 
tary to the Great Lakes, reveals hinterland aspects 
which will play a critical role in the amount of trade 
each port will handle. Just as ports serve their hin- 
terlands, so the latter serve the ports. An economic 
mutuality exists between cities and their environ- 
ments which all too often is overlooked. 

We have attempted to delineate in terms of dis- 
tance, those hinterland areas which may be viewed 
as belonging exclusively to several of the cities and 
those parts of the respective hinterlands which over- 
lap Fig. II). 

Milwaukee is making an intensive effort to gain 
a considerable amount of traffic. We concede to it 
the area immediately to the west and north of the 
east-west line marking the northern limit of Chi- 
cago’s hinterland area. Should Milwaukee develop 
highly efficient port facilities it may well receive 
most of the trade of the region north of this divid- 
ing line. 

Chicago can expect to enjoy the fruits of the terri- 
tory within a portion of the standard 500 mile circle 
as shown on the map, except for the shaded area 
along its southern edge. New Orleans has rightly 
counted the area as far north as the junction of the 
Ohio and Mississippi Rivers as its own so far as the 
movement of Latin-American business is concerned. 
Occasionally it has handled freight from regions 


73 











tributary to the Missouri and upper Mississippi 
Rivers. For this reason, we show an overlap of the 
Chicago and New Orleans hinterlands. Depending 
upon (1) freight rates, (2)’ the element of time, 
and (3) the quality of port facilities, Chicago can 
expect to share in a part of the business originating 
in the shaded zone. 

Toledo’s hinterland is squeezed between that of 
Chicago and Cleveland, among the larger centers 
and overlaps both. The shaded area along the west- 
ern border may be considered tributary to Chicago 
as well as to Toledo, based upon distance alone, but 
might not be in terms of the additional time which 
a cargo leaving Chicago would require in sailing the 
waters between the latter city and Toledo. Also, the 
freight differential between hinterland points to Chi- 
cago and the same points to Toledo might be neg- 
ligible, thereby inviting freight to move direct to 
Toledo, even though the freight were nearer in 
miles to Chicago. On the east side of Toledo’s hin- 
terland the overlap with the Cleveland hinterland 
presents an analogous situation except that the dis- 
tance separating these two cities is not of the same 
order as that between Toledo and Chicago. 

Detroit, in all probability, will have to content 
itself with freight largely of local origin and within 
a radius of only a few miles. It may have to sur- 
render to Milwaukee or Chicago, or both, traffic 
focusing upon centers in that portion of lower Michi- 
gan close to the shores of middle and southern Lake 








MiSs. 









Michigan, This will depend upon comparative freight 
rates, that is, the cost of rail shipments to Detroit 
versus lake or lake and rail to Milwaukee and Chi. 
cago. It is conceivable that ultimately some port 
facilities will be developed along the east shore of 
Lake Michigan, in which case Milwaukee and Chi- 
cago, as well as Detroit, will find themselves ignored 
by western Michigan. 

Cleveland’s hinterland, although relatively small, 
encompasses rich industrial territory in its northern 
half, and a rapidly developing southeastern area. 
What may actually happen, however, in its relation§ 
to the latter area will depend upon the respective 
freight rates on shipments via Cleveland compared 
with those via Atlantic ports not far to the east. 
Not long ago a manufacturer in central Ohio had an 
order for a large piece of machinery for shipment 
to Stockholm. He found the freight charge from his 
city via Cleveland to Stockholm to be $467.52 less 
than via New York. This product weighed nearly 
134 tons. Although the differential was not large 
per ton, the total represented a worthwhile saving.§ 
There are those who argue that the time factor isf 
more important to a customer than savings inf 
freight costs. This may be true among many Ameri-} 
can consumers and producers, but certainly not} 
among foreign peoples. The latter are less inter-| 
ested in saving time than they are in saving money.} 

Cleveland must reckon not only with developments} 
at Toledo but at Ashtabula Harbor where the com-] 
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munity is quite world-trade 
minded. Other competitive cen- 
ters will be Lorain, Fairport Har- 
bor, Conneaut and perhaps Erie, 
in Pennsylvania. 


Affects on Rates of Railroads and 
Other Carriers 


\mong other things, one of the 
most critical in the matter of port 
development is the degree to 
which the facilities for expedit- 
ing freight handling make pos- 
sible quick ship turn-around. 
Shipping companies may make a 
choice in servicing ports when 
hinterland freight differentials 

not large, but turn-around 
erences in time are. This has 
been demonstrated in Baltic Sea 
| other areas when world trade 
in) those regions was reasonably 
mal. Even so, railroad and 
motor truck rates to the ports as 
well as on routes paralleling the 
es will play an important role. 
is well known, the Great Lakes 
| the New York State Barge 
Canal routes down through the 
vears have had a very definite effect in preventing 
rise of railroad rates above given levels. Even 
thout the actual use of the waterways, railroads 
paralleling these waters have had to avoid excessive 
charges because the shipper has been in a position 
to threaten a shift from rail to water. Of course, 
those other railroads in competition with roads 
close to the lakes have had to keep their rates in 
line. And what has been true of rail competition 
affects motor trucks also. 

In the light of this experience, we can anticipate 
that through-rail rates to foreign ports will be held 
; 


check when the waterway improvement is com- 
eted. It is also conceivable that if the new all- 
water rates are lower than the current combined 
rail and water rates, the latter will be reduced to 
meet the new competition. 
Che effect of water competition can be far-reach- 
ng as was illustrated when the Panama Canal was 
ened. It can also explain, at times, why individual 
business men sometimes oppose a move disadvan- 
tageous to themselves even though it be advanta- 
veous to the nation. 
When the Panama Canal! was first projected, busi- 
nessmen in the so-called “mid-west” opposed the 
ea because they foresaw advantages for Atlantic 
ties in trading with Pacific Coast centers. This 
‘ospect proved correct. Not only could commodi- 
es be shipped more cheaply from New York to 
san Francisco, via the canal than by rail across the 
ontinent, but coast to coast rail freight rates de- 
lined while the rates from intermediate points to 
ither coast remained unaffected. In consequence, 
id-western businessmen had to change their pro- 
edure somewhat in trading with trans-Cordilleran 
enters. They shipped car-load lots to the west, 
varehoused the goods, and distributed in the west 
rom these coastal warehouses. By shipping carload 
its they gained a lower rate than on smaller quan- 
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At Cornwall on August 10th, Canada’s Prime Minister, the Right Honourable Lovis St. Laurent, 
New York’s Governor Thomas E. Dewey and Ontario's Premier Leslie Frost, turn the first sods sym- 
bolizing the commencement of the St. Lawrence Seaway and Power Project 


tities. Even so, use of warehousing increased the cost 
of doing business over what it had been under condi- 
tions prior to the opening of the Panama Canal. 


Figure III — Significant Savings in Freight Costs on 
an Assortment of Commodities, All-water versus 
Rail and Water, between Ohio and Europe. 


(Cou:tesy Cleveland Electric Illuminating Co., Research Division) 





Rate per 100 Pound 


Exports All Rail and Water 
to Water via New York % 
Construction Machinery Rotterdam 1.32 2.32 23.2 
Agricultural Implements Bremen 1.95 2.55 23.5 
Glass Bottles Liverpool 1.65 2.02 18.3 
Automobile Tires Oslo 3.77 4.74 20.5 


Rate per 100 Pound 


Import All Rail and Water 
from Water via New York % 
Peat Moss Genoa 1.09 1.69 3.6 
Clays London 94 1.01 6.7 
Distilled Spirits Glasgow 1.88 2.51 25.1 
Bremen 2.37 3.34 31.1 


Machinery 





The presumed damage to the mid-west inflicted 
by the Panama Canal may soon be offset by the new 
all-water potentiality between Great Lakes ports 
and the Pacific Coast. Rail and motor truck com- 
panies will once again have to balance their rates 
against an alternative route. Even though the route 
from the Great Lakes via the St. Lawrence River, 
the Atlantic Ocean and the Panama Canal to the 
Pacific coast is long and slow, the fact that it wil! 
be possible, is sufficient in itself to influence the 
overland rates. 

Grain specialists 
wheat shipments from 


point to possible savings on 
(Please turn to page 106) 
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Inside 
Washington 












GRASSROOTS influence on the national legislative 
program always is a major factor to be reckoned. 
If the Cities and the Boroughs take opposite sides 
and the weight of argument is not overwhelmingly 
to the contrary, the small towners will win; the little 
editor will prevail over the Madison Avenue drum- 





























WASHINGTON SEES: 


Action by the House of Representatives reject- 
ing a proposal for investigation of the monetary 
system does not reflect approval of all existing 
practices and is not unqualified indorsement of a 
“hard money” policy. The legislators recognize 
the need exists; what they turned down was a 
study headed by Rep. Wright Patman, which 
members of both parties were convinced would 
start with a finding, then seek facts to justify it. 

The White House wants the money system given 
a complete diagnosis—to use a term lately familiar 
in the Executive Mansion, a “general physical.” 
But the President prefers that a Commission, not 
confined to Congressmen, do the job. This has not 
always been an effective method in the past. When 
legislation is the ultimate goal, Capitol Hill resents 
intrusion. 


The 1907 money stringency that almost blocked 
the flow of credit started the first real overhaul. It 
took six years to complete and culminated in the 
Federal Reserve System. Since that year, more than 
90 amendments have been written: structural al- 
terations which didn’t involve examination of the 
foundation. 


Small wonder, then, that the President’s advisers 
were able to convince him he should ask for inquiry 
now. And The House vote carries no inferences be- 
yond the narrow one of individuality. 
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By “VERITAS” 


beater. The reason is not hard to fathom: in th: 
great majority of situations, the hometown news- 
paper of the Senator or Representative is a weekly), 
not a daily. That was the finding of a census several] 
years ago—three-to-one. They read the big paper 
but measure constituent demands through the little J 
one. 


RECENT SURVEY of country editors, 794 of them, was f 
tabulated after the Middle East doctrine vote was 
taken. Seventy-one per cent of the editors favored 
giving Ike what he asked. Compare that with the 
actual vote! Little more than a majority think Secre- 
tary John Foster Dulles should remain in office—57 
per cent. They have spoken on some matters cur- 
rently before Congress, and if history repeats, the 
poll will be very close to the ultimate action. On for- 
eign aid; 6 per cent would spend more; 63 per cent 
would spend less; 26 per cent thought present ap- J 
propriations about right; five per cent expressed no ff 
viewpoint. 

SOIL BANK opinions split interestingly: 42 per cent 


oh all 





would leave the system as it is now; 33 per cent 
would extend it; 22 per cent would eliminate it. § 
Return to flexible price supports for basic farm | 
crops was favored by only 22 per cent, opposed by § 
74 per cent. Country editors stood 70 to 25 per cent § 
against cutting taxes before reducing debt. On fed-| 
eral aid for schools, the vote was 53 to 45 per cent 
—more opposed than for, such aid. By 63 to 33 per 
cent, the editors would give the Vice President more 
power: probably a vote of confidence in Nixon. 


MAIN STREET doesn’t hate Wall Street: 35 per cent! 
would drop the current high corporate tax and 32) 
per cent favored the extension since voted; they} 
voted 69 to 28 per cent to give tax exemption to cor-| 
porate earnings distributed as dividends; they voted F 
86 to 12 to tax cooperatives and building and loan} 
associations the same as competitive entities. Amer-/ 
ican Press Association, which made the poll, found? 
similar reflections in the past accorded well “| 


final decisions. 
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7 The stratospheric zoom of living costs will move 





Congress to take deeper looks in the hope that it may 





Substitute action for hand-wringing, and scattershot 











criticism. 


on inflation. 
taking note that the food items were blamed for the 
all-time high level of costs, promptly appointed a special 
subcommittee to make intensive study of the whole field 
of food consumption, 
methods of bringing down the cost of those commodities. 


The latest rise bodes no good for the fight 





The House Committee on Agriculture, 


including special attention to 





Keynoted Chairman Harold Cooley (D.-N.C.): 








"While I realize that this country has the best 








too costly. 








Soe Se eee eS _ > 


We should shorten the distance between 
producer and consumer." This sounds very much like the 











abcommittee chairman is neither a farmer 
or from the agricultural belt; he's Rep. 
ictor Anfuso of New York City, who presuma- 


periodic drive against the middleman, 
not be dismissed lightly. 


but it should 


More is involved. The 


» The peril point in living cost 
has been reached in the opinion of Senator 
Estes Kefauver, and he proposes to do 














ly hears more from constituents who pay 
he consumer price, than from the raisers 
f the food. 








> With the new percentage rise in 

iving costs, the wage structure in major 
mayroll areas goes up again. There was 

10 basic change in the producing or 
distribution picture to give any hope that 
he future will not be a succession of 
further increases; nothing in the latest 
rise is peculiar to present-day conditions 
that won't be repeated and contribute 
again and again to the cost of living, 
the cost of payrolling. 





























p> In connection with the study, 
the committee will look into activities 
related to food consumption, including 
processing and marketing costs, use of 
trading stamps, market manipulations, and 
middlemen's profits. Also to be considered 
is the cost of specific items: bread, 
coffee, cocoa, and eggs. In addition, 
attention will be devoted to: The part food 
and fiber programs have played in winning 
friends for the United States abroad 
and in preventing the spread of communism; 
accomplishments or deficiencies of public, 
private and voluntary agencies in this 
common struggle; proper stockpiling of 
food surpluses as a matter of civil and 
national defense. The House Small 
Business Committee soon will embark on 
Separate studies of problems in the 
processing and distribution of meat, milk 
and eggs. 
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something about it too. He heads a 
subcommittee, which he caused to be 
appointed, planning 2 broad investigation 
of price increases in the so-called 
"administered price" industries. 





» Kefauver charges that the new 
cost level is attributable in no small part 
to the upward manipulation of prices by 
large concerns in “administered price" 
industries. He instances food and farm 
machinery industries as candidates for 
probes, along with oil, automobile, steel 
and newsprint industries. He said his 
committee will comb several fields for 
witnesses: industry, economists, government 
officials, the Council of Economic 
Advisers, Federal Trade Commission, 
Departments of Commerce, Justice, Labor. 


























p>» As usually happens, Russia's 
timing of new overtures to underdeveloped 
countries is linked to legislation before 
Congress: foreign aid in this instance. 
Moscow may have much to do with the final 
vote on whether to continue aid at present 
levels, reduce it, or slash it. Either 
Moscow does not believe foreign aid is 
paying off for the United States and is 
anxious to have this country lashed with 
the costs without reaping benefits, or 
she feels prolonging and intensifying the 




















» Russia makes no pretense of 
being a commercial rival in the field of 
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foreign trade. But there are diplomatic 
values to be realized even by a runner-up 
Nation. This intelligence seems to have 
come to Russia of late — in the post-Stalin 
years as afact. In the days of Stalinist 
policy, self-sufficiency at home was the 
Russian Government watchword. No stress 
was placed on import or export trade. 

Since 1954, things have been different: 
Moscow has been advertising the benefits 
of inter-country trade involving Red bloc 
countries and any other with money or goods. 














the President, is being expounded by 
Arthur Larson. Old timers say Larson 

is "playing it by ear," with not enou7h 
knowledge of the history of Republicanism. 





Some say he's underscoring "His" in the 
title of the book that shot him to political 
fame: "A Republican Looks at His Party." 


. Senator George D. Aiken, G.O.P. 
Stalwart from Vermont, also wants a new 
republicanism but he isn't following the 
Larson script. Aiken says quite unflat- 




















» Congress has been updated on 
the moves through a report submitted by the 








teringly, but with some vocal and much 
tacit agreement among his colleagues: The 


party rather than as an Eisenhower party." 





Council for Economic and Industry Research. 
It shows expanded trade with underdeveloped 
countries accounted for almost one-half 
the commie bloc's trade increase since 
1952. More than 10 per cent of the foreign 
trade of Afghanistan, Egypt, Finland, 

Hong Kong, Iceland, Iran, Turkey and 
Yugoslavia, now is with the bloc. About 
$1.4 billion in low-interest loans which 
the Communists have extended to non-bloc 











Afghanistan. The Reds today have twice as 
many trade agreements with non-bloc 
countries as they had in 1953. Most of the 
new ones are underdeveloped. The 
Kremlin's own version of "Point 4" is at 


work in 14 countries. 











» Ihe commercial jet age is with 
us and the Labor Unions are aboard the 
shakedown flights. A trial run fora 
Boeing 707 booked a record -- from Seattle, 
Wash., to WaShington, D.C., in 3 hours 
and 48 minutes. That's an average speed 
of 612 miles an hour. AFL-CIO headquarters 
humphh-ed and reminded: "The Air Force 
paid for the pioneering that made possible 
the 707 and its worthy competitors now 
going into production at Douglas, Lockheed 
and Convair." And, by way of reciting a 
fact, or sounding a warning note, the 
Union said: "The success of the jet age will 
rest with another group, the men who 
maintain and service the planes." 























» President Eisenhower's patent 





Party, is alienating not only the 
conservative wing whose members he has 
Started to read out of the GOP, mentioning 
names (McCarthy, Jenner, Malone), but 
also some of the liberals. Party policy 
insofar as it can be controlled by its head, 
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The drop in Ike's influence was to be 
expected; it wasn't expected to register 
So early and so positively. Each month, 
General Eisenhower's performance seems to 
become more in the nature of a President 
who cannot succeed himself and who, by his 
own declaration, wouldn't run again even 
if the Constitution were amended to 

permit him. 














» Organized Labor is reading into 
the President's moves portents of accen- 








tuated withdrawal from the affairs of State. 








"There is no reason for hiding concern 
about Eisenhower's health and his concept 
of what his duties now require," said 
Labor's syndicated column to publications 
read by 15,000,000 subscribers. "His 
cough and his cold lingered for many weeks; 
his golf-and=-hunting vacation at. 
Secretary Humphrey's Georgia estate did 











conspicuous vitality that was so marvelously 
exhibited at San Francisco last Aucust. 

He returned to Washington to consult 
congressional leaders about the Mideast 
doctrine -=- but only after he failed to get 
the leaders to transport themselves en 
masse to Georgia. 











> Pentagon cost accountants think 
that defense contractors are spending too 
much money for recruitment of engineers anc 
tacking the vouchers on their cost-plus 
contract statements. Some instances of 
"hoarding engineers" are said to exist. 
The word has gone out that these figures will 
be closely scrutinized hereafter. Many 
firms will find themselves paying for those 
display and multi-column classified adver- 
tisements holding out great opportunity 
for newly graduated engineers. 
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By V. L. 


A though relations between the Free World and 
the Communist Bloc have deteriorated during the 
ist year, there is little to indicate that another 
hooting conflict is brewing in Southeast Asia. The 
ipport given by Washington to President Diem in 
ietnam and to President Chiang Kai Shek in Tai- 
an persuaded the Russians and their Chinese allies 
hat even a “minor conflict’ could be disastrous, 
‘specially if thermo-nuclear weapons were used. 
tlence, the lines drawn between the two opposing 
Vorlds in Southeast Asia are unlikely to be broken, 
t least for the time being. 

With the memory of places iike Quemoy, Matsu, 


and Dien Bien Phu fading, the news from Southeast 


\sla is concerned nowadays largely with political 
nd economic consolidation of the new states. Indo- 
iesia—to some extent Burma also—is in the midst of 
. struggle for a federal type of organization, better 
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nam a successful political consolidation is taking 
place after the exhausting civil war. The Philippines 
are preparing for the day when they must get along 
with less American aid. In Thailand, political lessons 
are being taught the people under the strict super- 
vision of a military oligarchy, while the granting of 
sovereignty will probably split British Malaya—the 
last colony in the area—into three political units. 
But behind these efforts for greater political and 
economic stability, the old struggle between East- 
West is continuing. This time, however, the weapons 
are economic; giveaway programs, technical aid, 
low-interest loans, and barter agreements. Realizing 
that military conquest is impossible, the Communist 
Powers are doing their best to keep the area uncom- 
mitted politically and economically. Without their 
support, the half-bankrupt socialist regimes in Indo- 
nesia and Burma would find the going much harder. 
Much of the good work that the United States 
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and the Colombo Plan countries 
have done in Southeast Asia has 
been obstructed by too much gov- 


Southeast Asia: Population, Nat. Income, and U. S. Aid 














ernment in business, by lack of 





ini i initiative Area Population 
a ae cae oe cng min. SN. per coi H00 20 
trade and foreign capital. Most British Borneo, Sarawak! 82 1.1 60° 60° 
; - 99 0 45 1 
Asians feel that outsiders should enc = = A 705 o 
‘6 ” A ° ambodia . 
be “grateful for being permitted Hong Kong 1 2.4 525 220 
to develop their natural resources. Indonesia 743 81.9 7,090 90° WW 
On the other hand, potentiali- — - 4 bar “an a ad 
ae jaya~ : ‘ 
ties are tremendous, once the Philippines 115 223 3,900 175 29 
problems that colonialism has left Taiwan (Formosa) 14 9.1 1,500° 165° 96 
behind are successfully dealt with. Thailand 200 20.7 1,470 75 35 
Southeast Asia, with a land area Vietnam, (South) s 12.5 seal -— 
Total 1,689 181.6 18,450 102 538 


only about half as large as that of 
continental United States, has a 
population of over 180 million, 


growing at the annual rate of 4.5 refugees. 


l—including Brunei; “—including Brunei; “—latest available; *—U. S. non-military aid during 
the fiscal year ending June ‘56; °—partly estimated; “—including funds for resettlement of 


National Income® U. S. Eco. Aid’ 








million. Local capital formation is 
quite unable to keep up with this 
growth and provide for higher living standards. But 
if some day political and economic conditions permit 
the inflow of outside capita] in sizeable volume and 
the productivity of the millions of Southeast Asians 
is raised, the effect on the international exchange of 
goods could be stupendous. 


Indonesia—Far-flung Islands Demand Home Rule 


Throughout 1956 the economic situation in Indo- 
nesia was on the downgrade, thus reversing the 
progress made during the brief period the conserva- 
tive parties were in power. Export earnings dropped 
sharply, partly because of declining prices of rubber 
and other products and partly because of extensive 
smuggling, a form of flight from the inflated local 
currency. Meanwhile the cumbersome and unrealistic 
exchange controls were unable to stem the flow of 
imports. It did not take long for Indonesia to exhaust 
her foreign exchange resources; a serious interna- 
tional] payments crisis is still on. 

At the root of the troubles in Indonesia is the in- 
ability of the governing groups to reach agreement 
on matters of fundamental economic policy, includ- 
ing inflation, foreign investment, and economic de- 
velopment. This chronic state of indecision reflects 
partly the national characteristic of avoiding diffi- 
cult decisions. Some of the trouble has been political 
in origin; the different parties—the Nationalists, the 
Mohammedan Conservatives, and the Communists— 
have been forever blocking efforts to rid the country 
of regulations stifling free enterprise. The National- 
ists, which last year’s elections brought to power, 
have discouraged foreign investors by treaty abro- 
gations and debt repudiations. 

Indonesia has vast economic resources that can be 
compared favorably even with those of the United 
States or Russia. When the economic deterioration 
set in last year, it was natural that the people, espe- 
cially in the outlying islands, should develop a sus- 
picion that the cumbersome, highly centralized 
bureaucratic machinery in Jakarta, Java, would 
never be able to advance the economic development 
of the country. The Sumatrans, the most enterpris- 
ing element among the Indonesians, have led the 
revolt. 

The solution will probably be slow in coming. It 
lies in the direction of “home rule” for larger is- 








lands, such as Sumatra and Sulawesi (Celebes . 
Unfortunately President Sukarno, who is one of tke 
leaders who can hold the country together and who 
is regarded as the national hero, does not provide 
the dynamic leadership which the politically ine>- 
perienced Indonesian people are eagerly seekin;.. 
Meanwhile the solution of the Japanese reparations 
question and the passing of the bill regulating for- 
eign investment could restimulate economic activ - 
ties except for the exasperating distate for making 
decisions. 


Trade with the Reds Disillusioning For Burma 


Burma, where the Socialist Government went in 
heavily in the past years for planning, social we'- 
fare, and trade with the Reds, is beginning to show 
more realism. Grandiose plans for industrialization 
have been supplanted by more down-to-earth plans 
for expanding export crops and mineral products, 
and for strengthening internal transportation and 
security. Moreover, financing of the revised develop- 
ment program is being helped by the World Bank 





loan and Japanese reparation payments. A good rice J 


crop is also anticipated, but the most encouraging, 
from the viewpoint of better prospects for U.S. trade 
and investment, is Burma’s disillusioning experience 
in trading with the Communist bloc. 

In the last two years Burma disposed of her huge 
rice stocks—accumulated as far back as 1953—under 
barter agreements with the Soviet bloc countries. 
But the agreements have proved to be a failure. 
Burma has received not only goods of inferior qual- 


ity and far too expensive in comparison with mer- § 


chandise supplied by the Free World, but also goods 
that she was unprepared to use. Even though the 
rice surplus is expected to be greater this year than 
in ’56, the Socialists in Rangoon are now trying to 
get out of their barter commitments and have in- 
formed their Communist trade partners that in the 
future they will sell only for cash. 


More Realistic Attitude to Day-to-Day 
Problems in Taiwan 


Few countries are more deeply implanted in the 
Free World Community than Taiwan, the last free 
province of Free China, better known as Formosa, 
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. = | and Laos, and the Communist 
J Trade of Southeast Asia Countries dominated Democratic Republic 
(milliens of dellers) of North Vietminh. Although be- 
set aa set by many problems, South 
xports mports ° F : : aa 
Eco. Aid 1954 1955 1956 1954 1955 1956 Vietnam, the largest of these 
10,000 . - I] states, also made the relatively 
: fears 251 227 250" 204 180 7 greatest prog! ess toward vecom- 
Burma , ; ‘  m~oder wis 20V- 
1 Scalia (40 37 (as 55 ing a truly modern viable sov 

s Laos 7 864 2 3° 351 { ‘18 35 ereign stat: 
= Vietnam 69 43 (263 197 Only two , ars ago, when the 
“0 — ; od . foe pond a «ae. oe French finally agreed not to inter- 
alaya , P ' ’ ° ' an a ie oa affaire Viet. 
alk Caceen 25 34 36° 24 29 345 fere in the country’s affairs, Viet 
29 Philippines 396 389 451 545 641 598 nam’s administrative apparatus 
po 4ong Kong 424 444 563 601 651 799 was in shambles, and private 
2728 owen 98 028 ed ate an we armies roamed the countryside. 
hailand 283 335 325 312 334 375 estiieen whe teil ¢ to Sai 
538 arawak 139 156 158° 130 144 150° SSSERSraS, WHS Bae Sous oe 
rere Total 3,680 4,208 4,308 4066 4396 4,851 gon, freely predicted that it was 
rae —_—_—_——— —— - only a matter of time before the 
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TREET 


e beautiful isle,” the name given it by the early 
P rtuguese navigators. The mutual security pact 
c acluded with Free China during the First Eisen- 
h wer Administration did three things for Taiwan: 
it reduced tension and fear of being invaded by Red 
( nina; it reduced the danger of a shooting war being 
started over the off-shore islands of Quemoy and 

itsu; and, most important, it gave the Chiang Kai 
Shek regime a chance to pay greater attention to 
the Island’s economic problems. 

hese economic problems have been manifold and 
burdensome, even if massive American aid has gone 
a long way toward lightening them. The Island’s 
relatively simple economy must contribute to Free 
China’s huge defense establishment and administra- 
tion, apart from supporting its own governing ap- 
paratus. There has been constant pressure on the 
Island’s limited resources not only from the Main- 
land Chinese, but from its own rapidly expanding 
population, now exceeding 9 million. Holding down 
inflation and maintaining the purchasing power of 
the currency have been major problems. 

Taiwan, like other Southeast Asia countries, is 
facing the problem of diminished American aid and 
of providing for rising living standards. This is es- 
pecially difficult in Taiwan. Mineral resources are 
few and the best land already occupied. Sugar, rice, 
and tea are the chief means of payment for imports. 
More intensive use of the available land with the 
help of better cultivating methods and fertilizers 
seems to be one way out; 


over the country. This seemed all 
the more probable as the food-deficient, industrial- 
ized Vietminh needed for its economic viability the 
Southern State (Free Vietnam), normally a pro- 
ducer of large rice surpluses. 

But in the last two years, the tables have turned. 
North Vietnam, completely dependent on the imports 
of Chinese rice and Russian industrial equipment, 
has lost its last shreds of independence and has be- 
come just another satellite state. Meanwhile South 
Vietnam has successfully emerged from the chaos that 
surrounded its birth. A functioning government has 
been established, and last fall a constituent assem- 
bly was elected. Moreover, with South Vietnamese 
armies reorganized and reequipped, the danger of 
the South being taken over by the Communist North 
has simply melted away. Thousands of refugees from 
the North have been more or less resettled, and land 
reform, along with the establishment of rural credit 
banks, has dealt with some of the problems that com- 
munist agitators like to take advantage of. 

Much of the credit for political consolidation of 
Vietnam must go to the regime of President Ngo 
Dinh Diem, who has proved to be a forceful per- 
sonality, able to rally the South around him. Massive 
American aid has also helped, Vietnam having re- 
ceived the bulk of about one million dollars spent in 
the last several years in support of the free Indo- 
Chinese states. This aid, intended to mop up infla- 
tionary purchasing power created by war spending 
and defense expenditure, (Please turn to page 110) 

















industrialization is also 

eing encouraged. The — — 

land has been self-suf- U.S. Trade with Southeast Asia 

‘lent in an increasing (millions of dollars) 

imber of manufactures 

nd is now beginning to U. S. Exports to U. S. Imports from Chief U. S. Import Products 

9 
<port them. 1954 19551956 195419551956 es . 
Burma 5 4 6° 2 1 2° nonferrous ores, prec. stones 
Vi ’ Hong Kong 46 50 68 12 15 20 textiles, wood mfgs, food 
~— . a Indonesia 71 75 140 167-212 191 rubber, tin, spices, oil pdts. 
onsolidation Malaya 31 36 46 169 234 227 rubber, tin, spices 
Philippines 326 339 318 262 251 256 sugar, cor cotton mfgs. 

As will be recalled Thailand 43 50 56 54 104 97 resins, tm, 's roalloys 

eee ret ane bing Taiwan 94 105 103 6 6 6 tea, camphor, textiles 
begs — hina ™ as Vietnam, Laos, Cambodia 51 33 74 22 29 21 ferroally ys, tin, resins | 
Dp it into four successor Total 667 692 811 694 852 820 

tates: the Republic of | 
South Vietnam, the *—estimate. | 
.Ingdoms of Cambodia 
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CRACKING OIL PROCESS 
BEHIND THE INSTRUMENT PANEL 


LOBAL and DOMESTIC 


UTLOOK for OIL 


—With analytical comments—latest figures on each company 
—Plus comparative breakdown of major balance sheet items 


By EDWIN 


Undoubtedly the most significant rea- 
for the tremendous attraction of oil shares is 
their firm offer of excellent long range growth op- 
portunities. 

Dramatic evidence of the industry’s growth char- 
acteristics can be found in its post war record. Back 
in 1946, total consumption of petroleum in this coun- 
try amounted to 5.3 million barrels daily; in 1956 
consumption averaged 9.2 million barrels daily, an 
increase of 73.5%. Even more pronounced has been 
the growth of consumption outside of the United 
States, rising from 2.8 million b/d to better than 6 
million b/d in 1956. While total free world demand 
is a sizable amount, future prospects call for tre- 
mendous further expansion. It has been conserva- 
tively estimated that domestic demand in 1965 will 
approximate 11.5 million b/d and ten years later 
will approach the 14 million b/d mark. Foreign de- 
mand in this same interval of time should increase 
to about 10.5 and 16 million b/d respectively. 
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Naturally, the reasons behind these exciting pro- § 


jections are many and forceful. For one 
oil has no peer as a source of energy, today. Oil 
provides nearly 43‘¢ of this nation’s energy require- 


thing, § 


< 


ments, as compared with only 35‘~ twenty-five years § 


ago and a mere 10°% fifty years ago. This position 
has been attained as a result of the high degree of 
industrialization achieved in this country as well as 
from the resulting growth in national income. Con- 
sider for example the “automobile”, just one of the 
“modern age’ products which is serviced by the 
petroleum industry. The use of the automobile is 
constantly growing. Back in 1946, some 28.2 million 
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automobiles were on the road, whereas today nearly § 


55 million cars travel the nation’s roads. Yet despite 


the difficulties and hazards of auto travel, there are 


very few indeed who would predict that the growth 
in the use of automobiles will not increase in coming 
years. With home building averaging better than a 
million units a year, another important market is 
OF WALL 
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Comparative Earnings and Dividend Records of Leading Oil Companies 










Dvidends Per Share Recent Div Price Range 
1955 1956 Price Yield 1955-1954 


Earnings Per Share 
1955 





1954 





1954 1956 











Amerada Petroleum $3.14 $4.02 $4.25° $1.50 $1.75 $2.00 11 1.8% 124 s- 91'2 
Anderson-Pritchard Oil 2.00 3.05 3.41 .80 1.00 1.20! 33 3.6 43'2- 30's 





















































Atlantic Refining 4.47 4.25 5.12 2.00 2.00 2.00 45 4.4 47'2- 35% 
ities Service 4.41 4.88 6.03 2.00 2.00 2.40 61 3.9 73'%- 54 
Continental Oil 2.14 2.38 2.65 1.30 1.4212 1.60! 56 2.8 62 - 54% 
Cosden Petroleum 1.39 1.71 2.30 50" 812 1,00! 22 45 2358- 19% 
Creole Petroleum 3.09 3.78 4.34 2.33 2.50 3.75 85 44 957s- 66's 
Sulf Oil 7.16 8.19 9.54 2.00- 2.25- 2.50- 118 2.1 147%2- 8334 
jumble Oil & Refining 4.03 4.88 4.99 2.28 2.31 2.40 121 19 132-1082 
mperial Oil Ltd. 1.66 2.08 2.207 90 95 1.20 54 2.2 64 - 36% 
Yhio Oil 2.91 3.14 3.14 1.50 1.55 1.60 37 43 47"s- 335s 
hillips Petroleum 2.60 2.78 2.77 1.30 1.50 1.70 44 3.8 5634- 43% 
‘lymouth Oil 2.78 2.83 3.22 1.60" 1.60 1.60" 33 49 40'4- 30% 
vre Oil 3.56 4.05 4.26 1.50 1.51 1.60 39 4.1 5134- 377% 
ichfield Oil 6.39 7.40 7.007 3.50 3.50 3.50 67 5.2 84's- 6234 
oyal Dutch Petroleum 3.72 4.42 4.80° .84 1.05 1.05 46 2.2 4634- 35's 
aboard Oil 2.04 2.06 2.56 90 1.00 1.00 60 1.6 7034- 5234 
rell Oil 4.01 4.15 4.48 1.8712 2.00 2.00 79 2.5 100'2- 62's 
nelair Oil 6.04 5.68 5.98 2.60 2.70 3.00 60 5.0 7234- 5434 | 
<elly Oil 5.13 5.61 5.93 1.70 1.80 1.80 67 2.6 74\s- 52% | 
>cony-Mobil Oil 4.20 4.74 5.70 2.25 2.50 2.50- 53 4.7 66 - 47% | 
andard Oil of Calif. 3.52 3.66 4.24 1.50 1.502 1.80! 46 3.9 58\4- 43% | 
andard Oil of Indiana 3.61 4.75 4.22 1.23" 1.40" 1.40° 51 2.7 65 - 482 
randard Oil of N. J. 2.98 3.61 4.107 1.51 1.75 2.20! 57 3.8 6258- 4912 
tandard Oil of Ohio 3.68 4.61 5.35 2.40 2.49 2.47 51 48 71%- 47% 
un Oil 4.17 4.72 5.22 1.00- 1.002 1.00- 77 1.3 82 - 70% 
sunray-Mid-Continent Oil 2.10 2.27 2.30 1.20 1.20 1.20" 24 5.0 30's- 225s 
4.12 4.79 5.51 1.87 2.12 2.35 64 3.6 6970- 53% 


exas Company 


exas Gulf Producing 1.43 1.72 1.46 51 71 .60- 34 1.7 51 - 32 
xas Pacific Coal & Oil 2.22 2.22 2.01 82 .90 1.00 35 2.8 4538- 33's 
Tidewater Oil Co. 3.13 3.03 2.90 25- ° 1.20 34 3.5 47%4- 32'4 
Union Oil 4.78 4.12 4.45 2.20 2.40 2.40- 53 4.5 6558- 51% 


-Latest 1957 rate. —Plus $.0.N.J. stock. Ratings: A—Best grade 1—Improved earnings trend 
PI k Good grade 2—Sustained earnings trend 
us stock. C—Speculative 3—Lower earnings trend 


D—Unattractive 


7 Amerada: Continued success in the company’s exploration program, com Seaboard Oil: An above average record of exploration in this country and 
ned with a substantial reserve position, assures future growth. (Al Canada has resulted in sizable increases in reserves and crude production 

A large interest in the company is owned by the Texas Company a 
3 Anderson-Prichard: Earnings are growing at above average rate. A broad 


ng exploration progrom is helping to boost production. (B1 Shell Oil: Sound management policies make the company a leading per 


former in the oil group. Shell is becoming an increasing factor in the 
. . " ! > 1 
tlantic Refining Company has undertaken long range program to improve ~ gy A ae chemical industry, and has a well entrenched position off 
crude position. Marketing operations are also enjoying better condi ars 
ns. (BI , 
Sinclair: Major effort has been made to boot oroduction. Important acqui 
. . , , sitions include Houston Oil and Southern Production. Long range growth 
Argo Oil: This small crude producer has substantial reserves of crude and prospects favorable 1 
excellent record of finding new oil. Long term growth prospects appear 
mpany od. (BI Skelly Oil: A producer on balance, Skellv’s well run integrated operations 
° ; ore being reflected in its earning growth. (B1 
; items Cities Service: Performance in the vost several years has been good. Pros 
ects appear favorable. This issue offers a growth potential. (B1 Socony Mobil: An impressive gain was scored in earninas last year. Inter 


national operations cre a plus factor in future outlook. (Al 
Continental Oil: As a large factor in off-shore cil, company should obtain 


J ajor additions to reserves. Among the better managed petroleum organi Standard Oil (California): Company is intensifying its exploration activities 
tions, Continental is a sound investment for growth. (Al Expansion of marketing operations to East Coast has favorable long-term 
7 implications. (A 


Creole Petroleum: One of Jersey's major subsidiaries, Creole is an im 
ortant beneficiary of Suez shutdown. Reserves and production continue te 
rease at an above-average rate. (Al 


Standard Oil (Indiana): Among the better quality and largest of the 
domestic oil companies, Indiavra should keep pace with the growth in ihe 
ig pr¢ - United States oil economy. (Al 

thing, 
iy. Oil 
equire- 
> years 
osition § 


Gulf Oil: Has one of the better positons in the Middle East, as well as the . 
an “ewe d h d f Standard Oil 
gest reserves. Increased emnhasis on domestic operations augurs wel 12° 
r future earnings growth. (Al 


New Jersey): The world’s leading petroleum organization. A 
increase in earnings is forecast this year. Company's growth prospects 
are outstanding. (Al 


Humble Oil: One of the country’s leading producers; is another important Standard Oil (Ohic): Ohio leads in the marketing of petroleum products 


pore of the Standard of Jersey organization. Increased allowables in in its area. Entry into petro-chemicals should bolster earnings outlook B! 
exas are important since bulk of reserves are located there. (A) . 


Sees oe gE eR 
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Sun Oil: One of the outstanding growth issues of the oil industry. Modest 




















rree of Imperial Oil, Ltd.: Another Jersey subsidiary, Imperial represents the lead cash putout is supplemented by stock dividends. (Al 

ng integrated oil company in Canada. Extensive acreage coverace, and 

vel] as ggressive exploration program assures nosition of leadership .(Al Sunray Mid-Continent: Holds a cood position in Canada’s netural aas 

C bs 7 , : development through stock ownership of leading independent companies 

. on- Ohio Oil: With product’on more than double throughput, company is well there. Company continues to be a liberal dividend payer. (C1 

of the tuated as ao result of recent price increase for crude. More aggressive 
P foreign exploration offers promising potential. (B2 Texas Co.: One of the outstanding international oils, Texas Company offers 

IV the . unusual growth potential. A strona position is held in Middle East as well 

bil is Phillips Petroleum: A leader in the petro-chemicals and natural gas, the as in Caneda and the Far East. (Al 

' ud 3 ompany is assured of good growth. (A2 
nillio } Texas Gulf Producing: Immediate fortunes of company ore closely tied 
sarly Plymouth Oil: Performance has been at about par with rest of industry to explorotion developments in Libya. (C2 

near is Future of company hinges largely on success of developing new reserves . ‘ 

les Be t favorable cost. (B] Texas Pacific Coal & Ojil- Record of crude production has been good 

espit 94 Finances are strong. Sinclair has purchased a substantial stock interest in 

ora & : , th 1 
re are @® Pure Oil: Holds large reserves of natural aas and crude. More aggressive @ company. © 
rowth me nonagement policies may be key to acceleration of growth trend. (BI Tideweter O8 Co.: Completion of new refinery in Delaware should bolster 
. . ' ” : ; ' profits. Outlook appears favorable. (B2 

oming Richfield Oil: Cities Service and Sinclair have a third interest in this com | 

hi na pany. Increasing emphasis on foreign oil exploration. Has a great dea} of Union Oil: Efforts to improve crude position are being intensified. Important 

Na P promise. Sound holding for income. (B3 factor in dynamic West Coast morket. (B1 

ket is - : _— ; 
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Comprehensive Statistics Comparing 

Cities 
Figures are in million dollars Atlantic Service Continental Gulf Ohio Phillips Pure 
except where otherwise stated. Refining Company Oil Oil Oil Petroleum Oil 
CAPITALIZATION: 
Long-term Debt (Stated Value) $ 147.5 $ 459.3 $ 109.2 $ 286.2 $ 243.4 $ 86.0 
Preferred Stock (Stated Value) $ 35.2 
No. of Common Shares Outstanding (000) 8,970 10,312 9,777 29,614 13,126 34,343 8,583 
Capitalization $ 1249 $ 562.5 $ 158.1 $1,026.6 $ 98.7 $ 415.1 $ 128.9 
Total Surplus $ 341.6 $ 478.3 $ 303.5 $1,167.7 $ 236.7 $ 770.5 $ 298.9 
INCOME ACCOUNT: Fiscal Year Ended 12/31/56 12/31/56 12/31/56 12/31/56 12/31/56 12/31/56 12/31/56 
Net Sales $ 544.8 $ 973.7 $ 576.2 $2,339.7 $ 274.9 $1,033.3 $ 486.1 
Depletion, Amortization, etc. $ 2.0 $ 24.4! $ 23.3 
Depreciation, Retirements, etc. $ 46.9- $ 72.2! $ 23.8 $ 217.1! $ 73.8 $ 27.9! 
Intangibles, Devi. Costs, Losses on Leases, 
Drilling Costs, etc. $ 51.3 $ 24.4 $ 147 

Total Income Taxes $ 5.4 $ 23 $ 15.7 $ 100.9 $ 10.2 $ 31.7 $ 11.5 
Interest Charges $ 4.4 $ 148 $ 3.4 $ 8.5 $ 6.7 $ 3.0 
Bal for C $ 45.8 $ 62.1 $ 51.8 $ 282.6 $ 41.2 $ 95.2 $ 36.5 
Operating Margin 8.0% 10.1% 11.4% 16.4% 17.5% 12.4% 10.1% 
Net Profit Margin 8.6% 6.4% 8.9% 12.0% 14.9% 9.2% 7.5% 
Percent Earned on Invested Capital 10.1% 10.6% 14.7% 14.8% 12.2% 10.1% 10.6% 
Earned Per Common Share* $ 5.11 $ 6.03 $ 5.30 $ 9.54 $ 3.14 $ 2.77 $ 4.26 
BALANCE SHEET: Fiscal Year Ended 12/31/56 12/31/56 12/31/56 12/31/56 12/31/56 12/31/56 12/31/56 
Cash and Marketable Securities $ 46.3 $ 251.3 $ 57.4 $ 227.9 $ 42.7 $ 63.0 $ 37.4 
Inventories, Net $ 75.3 $ 113.5 $ 50.6 $ 229.3 $ 32.6 $ 102.1 $ 55.6 
Receivables, Net $ 58.9 $ 86.1 $ 63.0 $ 319.9 $ 28.6 $ 118.4 $ 453 
Current Assets $ 180.8 $ 485.1 $ 187.5 $ 857.1 $ 104.0 $ 318.6 $ 156.6 
Current Liabilities $ 57.3 $ 105.3 $ 808 $ 463.3 $ 30.2 $ 144.9 $ 506 
Working Capital $ 123.5 $ 379.8 $ 106.7 $ 393.8 $ 73.8 $ 173.7 $ 106.0 
Fixed Assets, Net $ 478.5 $ 673.0 $ 308.5 $1,726.7 $ 239.5 $1,016.4 $ 317.5 
Total Assets $ 700.1 $1,197.8 $ 548.9 $2,872.2 $ 365.7 $1,372.8 $ 488.3 
Cash Assets Per Share $ 5.16 $ 24.37 $ 5.87 $ 7.69 $ 3.25 $ 1.83 $ 4.38 
Current Ratio (C. A. to C. L.) 3.1 4.6 2.3 1.8 3.4 2.2 3.0 
Inventories as Percent of Sales 13.8% 11.6% 8.7% 9.8% 11.8% 98% 11.4% 
Inventories as % of Current Assets 41.6% 23.3% 27.0% 26.7% 31.4% 32.0% 35.5% 


*—Data on dividend, current price of stock and yields 
in supplementary table on preceding page. 


!—Includes deprec., depletion, amort., and retirements, etc. 








continually being developed for fuel oils. In this 
connection, it should be remembered that ‘“‘compe- 
tition” from the use of natural gas (which now ac- 
counts for roughly 23% of our energy consumption) 
is not an adverse factor but a boon to the petroleum 
industry which controls nearly all the reserves. 


Will the Newer Energy Sources Compete with Oil? 


Although the petroleum industry now holds the 
position of leadership, other energy sources are be- 
ing rapidly developed. Rapid strides have been made 
in atomic energy, for instance, in the past several 
years. While there is no question as to this source’s 
ability to contribute materially to our energy needs, 
this contribution most certainly will not be at the 
expense of petroleum. As is generally known, atomic 
reactors will be used primarily in the field of elec- 
trical power. This is perhaps, the least important of 
the many markets for petroleum since it amounts 
to merely 4% of total demand and involves the use 
of residual fuels, the lowest valued product obtained 
from crude. Further, atomic reactors will most likely 
find their largest market in those countries which 
are relatively undeveloped and which lack indigen- 
ous sources of mineral fuels. Ultimately, it can be 
expected that the power supplied from atomic energy 
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plants will help to raise world standards of living 
and increase the consumption of petroleum products. 

As for the other newer sources of energy, such as 
rocket fuels and solar energy, these are still distant 
in regard to development. Furthermore, their appli- 
cation appears to be limited to specialized markets 
and it does not seem likely that they will impair the 
growth prospects of petroleum. 

Even if some new sources should threaten petro- 
leum’s supremacy, an offsetting factor will be the 
industry’s development of new markets for petro- 
leum. Petrochemicals, for instance, are expected to 
require ever increasing amounts of hydrocarbons. 
New products will also prove a stimulant to petro- 
leum consumption. An oil burning air conditioner, 
for instance, would certainly have an exciting poten- 
tial for the industry. 


Crude Availability 


The consumption of petroleum products, to a large 
measure, is influenced by factors beyond the control 
of the industry. However, the availability of crude 
is largely determined by the industry’s efforts to 
develop an adequate supply. A look at the record 
would certainly demonstrate that the industry has 
done an outstanding job in this respect. In the 
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the Position of Leading Oil Companies 


Standard Standard Standard Sunray Tidewater 
Shell Sinclair Skelly Oil of Oil of Oil of Sun Mid-Cont Texas Oil Union 
Oil Oil Oil Calif Ind’ana Ohio Oil Oil Company Co Oil 
$ 197.4 $ 355.1 $ 6.4 $ 767° $ 298.8 $ 28.0 $ 11.0% $ 58.1 $ 363.8 $ 200.0 $ 189.4 
$ 20.7 $ 73.4 $ 62.3 
30,286 15,222 5,746 63,224 35,381 4,820 10,752 17,316 54,868 12,058 7,700 
$ 424.5 $ 428.8 $ 150.1 $ 471.8 $1,183.3 $ 97.0 $ 416.2 $ 90.7 $1,733.0 $ 352.9 $ 382.3 
$ 675.9 $ 851.4 $ 155.0 $1,295.6 $1,015.8 $ 1774 $ 90.9 $ 300.5 $ 443.7 $ 230.7 $ 198.4 
12/31/56 12/31/56 12/31/56 12/31/56 12/31/56 12/31/56 12/31/56 12/31/56 12/31/56 17/31/56 12/31/56 
1,635.4 $1,180.1 $ 251.3 $1,452.5 $1,890.2 $ 365.6 $ 731.4 $ 332.46 $2,046.3 $ 522.5 © 3886 
18.0 $ 62.1 $ 6.1 $ 16.0 $ 16.1 
5 104.2 $ 74.9- $ 33.3- $ 145.5- $ 93.9 $ 144 $ 48.2- $ 13.7 $ 105.2 $ 32.8- $ 42.1- 
S$ 859 $ 26.2 $ 12.4 $ 367 $ 159 $ 1116 $ 6.3 $ 77 
$ 62.0 $ 39.1 $ 11.5 $ 663 $ 36.4 $ 16.7 $ 20.0 $ 17.4 $ 7846 $ 3.3 $ 2.1 
$ 5.5 $ 9.0 $ & $ 1.6 $ 9.3 $ 8 $ 7 s 19 $ 8.5 $ 5.2 $ 6.6 
$ 135.8 $ 91.0 $ 34.0 $ 267.8 $ 149.4 $ 25.8 $ 56.1 $ 416 $ 302.2 $ 35.0 $ 342 
11.8% 11.4% 17.3% 15.2% 9.2% 11.4% 10.1% 18.6% 12.8% 8.4% 9.7% 
8.3% 7.7% 13.5% 18.4% 7.9% 7.2% 7.6% 13.6% 14.7% 7.2% 8.7% 
15.0% 9.8% 11.4% 15.8% 7.8% 10.7% 11.4% 11.5% 16.5% 9.1% 8.7% 
$ 4.49 $ 5.98 $ 5.93 $ 4.24 $ 4.22 s 5.35 $ 5.22 $ 5.51 $ 2.90 S$ 4.45 
12/31/56 12/31/56 12/31/56 12/31/56 12/31/56 12/31/56 12/31/56 12/31/56 12/31/56 12/31/56 12/31, 56 
$ 120.6 $ 225.4 $ 37.9 $ 137.4 $ 222.5 $ 163 $ 36.1 $ 569 $ 266.7 $ 348 $ 103.7 
$ 162.3 $ 122.6 $ 194 $ 142.1 $ 212.3 $ 41.1 $ 57.8 $ 409 $ 266.3 $ 407 $ 43.9 
$ 162.2 $ 104.3 $ 23.46 $ 224.4 $ 195.3 $ 45.1 $ 52.5 $ 289 $ 269.2 $ 55.8 $ 75.0 
$ 502.0 $ 482.0 $ 91.8 $ 562.1 $ 684.3 $ 111.9 $ 1722 $ 137.4 $ 848.5 $ 190.2 $ 222.7 
$ 214.7 $ 170.1 $ 32.1 $ 253.5 $ 224.1 $ 579 $ 74.1 $ 54.2 $ 249.9 $ 65.8 $ 642 
$ 287.3 $ 311.9 $ 59.7 $ 308.6 $ 460.2 $ 54.0 $ 98.1 $ 83.2 $ 598.6 $ 1244 $ 158.5 
$ 750.9 $ 884.3 $ 240.8 $1,394.0 $1,677.1 $ 212.9 $ 398.4 $ 357.6 $1,435.4 $ 464.1 $ 400.7 
$1,315.2 $1,473.2 $ 339.0 $2,041.3 $2,425.2 $ 332.6 $ 578.3 $ 504.1 $2,504.1 $ 679.5 $ 650.7 
$ 3.98 $ 14.87 $ 6.60 $ 2.17 $ 6.28 $ 3.37 $ 3.36 $ 3.28 $ 4.87 $ 2.88 $ 13.47 
2.3 2.8 2.8 2.2 3.0 19 2.3 2.5 3.3 2.9 3.4 
9.9% 10.3% 7.7% 9.7% 11.2% 11.2% 7.8% 12.3% 13.0% 7.8% 11.2% 
32.3% 25.4% 21.2% 25.2% 31.0% 36.7% 33.6% 29.8% 31.3% 21.4% 19.7% 


-—Includes depletion and amortization. 


‘'—Including debt of subsidiaries. 








United States for example, crude production in 1956 
of 7,151,000b /d was some 2,401,000 b/d higher than 
the 4,750,000 b/d produced in 1946. Natural gas 
liquids production also rose substantially during this 
period, increasing from 322,000 b/d to 787,000 b/d. 
Free world production has grown at a much faster 
pace, rising from 2,771,000 b/d in 1946 to 9,488,000 
bd in 1956. At the same time, the world’s proven 
reserves have reached new peaks, approximately 
180 billion barrels. 


Industry’s Problem — Short Term 


In spite of its firmly assured long range future, it 
would be unrealistic not to recognize the fact that 
the petroleum industry, will constantly be con- 
fronted with its share of day-to-day problems. How 
these are resolved, will of course determine the 
profitability of operations as well as the immediate 
investment desirability of oi] shares to investors. 

Were there no immediate difficulties confronting 
the industry, the year 1957 would more than likely 
be an exceptional one. It is estimated that petro- 
leum consumption in 1957 will average 9.75 million 
b/d in 1957, a 6% increase over last year. This in- 
‘rease in demand should be accompanied by a corre- 
sponding increase in domestic production. Further- 
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more, the long sought-after price increase in crude 
oil has been obtained (raising the average price of 
a barrel of oil from $2.79 to $3.10). Product prices 
have also been increased. However, the industry 
still has a number of obstacles to hurdle before it 
can clear the way in making 1957 a highly profit- 
able year. 


Imports—A Constantly Perplexing Problem 


One of the most urgent of these obstacles involves 
imports. With United States demand tending to out- 
run production, imports are becoming increasing!yv 
essential to the well being of the domestic industry 
Unfortunately, however, the tremendous availability 
of oil in foreign countries has resulted in an exces- 
sive flow of crude to our shores. In 1956, imports of 
crude and products amounted to 1,410,000 b/d, a 
13% increase over 1955. As a result, domestic pro- 
ducers have not been able to operate at full capacity 
and are quite resentful of sharing the market with 
foreign oil. Up tili now, the industry has been asked 
to use restraint in importing crude. While there have 
been some attempts in this direction, reported fig- 
ures indicate that no great effort is being made to 
ease this problem. Furthermore, the whole question 
has been deferred as a_ (Please turn to page 112) 























By HAROLD M. 


The Borden Company, currently celebrating 
its one hundreth year, traces itself back in a straight 
line to May 11, 1857 when Gail Borden, Jr. and 
Company opened for business at Burrville, Conn. 
Borden was one of those almost legendary nine- 
teenth century Americans whose persistence and 
fortitude in the face of overwhelming odds and the 
scoffing of amateurs and professionals alike, suc- 
ceeded in developing a product—condensed milk— 
which he was convinced would be a boon to mankind 
and assure himself long-lasting reknown. He was 
right on both counts and today enjoys the distinctive 
title of “father of the modern dairy industry.” 

History shows that invention and war have often 
coincided. In the case of Borden, he was ready with a 
product which was to prove of inestimable value to 
troops in the field during the Civil War. The war 
quickly took his company through the trying initial 
period which any new venture must endure and 
made it an almost immediate success. 

National Dairy Products commenced its existence 
with the merger of Rieck-McJunkin Dairy Co. of 
Pittsburgh and the Hydrox Corp. of Chicago, in 
1923. Although some of its constituent parts were 
founded more than one hundred years ago, its past 
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The 2 Dairy Giants— 
Borden’s 


and 


National Dairy 
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is not nearly so romantic, nor can it boast any single 
founder as dynamic and imaginative as Gail Borden, 
Jr. Nevertheless, though it lacks the lineage, it has 
written its own romance, or adventure story, in the 
rapid manner in which it has become the largest 
member of its industry. 

The following figures are not meant to be evalua- 
tive, nor is allowance made for differences in eco- 
nomic circumstances. They do, however, illustrate 
graphically, National Dairy’s extraordinary growth. 
In 1920, sixty three years after it was founded, the 
Borden Company published its first annual report, 
showing sales of $122,000,000 and net earnings of 
$4,300,000. In 1956, National Dairy was thirty three 
years old. Its sales were one and one third billion 
dollars. They had been over one billion dollars for 
each of the previous five years, and earnings were 
a record $41,717,000. In the same year the Border 
Company had sales of $877,000,000 and earnings of 
$23,600,000. The comparison gains cogency, despite 
the above rejoinder, when it is noted that Nationa] 
made these enormous strides in a period when the 
Borden Company was certainly not standing still 

Actually, the growth of each company, though 
proceeding along slightly different lines has been 
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The rise in population has been accompanied 
by such a rapid increase in the American stand- 


Ss SiS aef mal ; 
as s_Datzy Crests a ene ee ew tg ard of living, that it has given rise to a more 
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| Price Range} | | | than proportionate increase in the amount of 
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| | were sixteen billion dollars. By 1956 the food 
i) bill had expanded to $70 billion and was grow- 
|_| ing at approximately a five percent annual rate. 
This impressive increase in a period when pop- 
ulation increased by about one third is an ex- 
cellent indicator of the rise in standard of 
living. It loses little of its cogency even when 
corrected for the decline in the purchase value 
4! of the dollar, for by 1960 the dollar increase 
| will have been five-fold. Some indication of the 
Hy future strain on the food industry’s resources 
%| can be gathered from the estimate that by the 
decade of the 1970’s population will increase 
m=] another twenty percent. 
= Both companies have demonstrated their 





—Plus stock dividend. 


xtraordinary and can probably be summed up best 
vy a statement in National Dairy’s 1953 annual 
report, in which it said: “A growing company in a 
rrowing country; briefly stated, that is the history 
f our first thirty years, and the promising prospect 
of our future.” 

Both companies rank high in investment quality, 
and each, though operating in a highly competitive 
industry, has carved out a niche for itself that is 
permanent and virtually unassailable. As implied 
in the above quotation, they can both trace much of 
their growth to the same basic economic circum- 
stances, although management has played differently 
on these economic forces in each case. 


Both Companies Spurred by Growing Population — 
Higher Living Standards 


The most dominant economic trend for both com- 
panies has been the steady and rapid rise of popu- 
lation in the United States since the turn of the 
century. Assuming a basically sound organizational 
structure and reasonable managerial talent, 
any major company operating in the food in- 
dustry is bound to grow along with population 
and a rising standard of living. Milk, ice cream 
and cheese products, the root products of both 
companies, enjoy what economists call a highly 
inelastic demand, a term which merely means 
that demand for these products is not signifi- 
cantly affected by cyclical economic swings. | 
Regardless of economic conditions, milk, as a | 
basic food will be used in roughly the same | 
quantities regardless of the income of the users. 
The result is a very happy one for National 
Dairy and Borden’s, for they can use this ex- } 
tremely stable sales base as a stepping stone to | 
diversification and increased profitability. For i 
milk is also a valuable raw material which lends | 
itself to a considerable variety of end products. | 
Unlike milk, however, most of these products 
require public education before they can be 
readily accepted. Nevertheless, their profit po- 
tential even after the cost of education and ex- 
ploitation is substantially higher than that of | “2 
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ability to keep up with these trends. They can 
also look forward to a future in which the same 
basic sales stability will prevail as has been evident 
in the past. In its 1956 annual statement, the Borden 
Company, after discussing the possibilities inherent 
in greater scientific application to food products 
and problems, concludes with the following: 

But even the most sanguine seers do not fore- 

see the day when the square meal will be 

replaced by a round pill. Eating ... has social, 
socioiogical and even ethnological overtones, 
that science at its strongest cannot strike down. 

The cold glass of milk, the steaming cup of 

coffee, a cottage cheese salad, hot mince pie, 

spaghetti sprinkled with grated cheese—these, 
we predict, will always be with us. 
We would venture to agree that in the foreseeable 
future, milk and its by-products will be as important 
as they have been before. 

The key to the exceptional success of both com- 
panies has been their ability to successfully acquire 
or develop, and then market new food products. 
Those products which lend themselves to a national 
market have been (Please turn to page 116) 
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fluid milk, if they can be marketed successfully. 
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Wide variations ahead for CHEMICALS 


By JONATHAN EDWARDS 


Haraly a manufactured article can be 
made today without use of chemicals, directly or 
indirectly. 

The chemical industry traditionally has started 
with three major raw material sources—salt, sulphur 
and coal—and out of these inexpensive starting ma- 
terials has derived basic chemical compounds which 
have been further processed to make man-made ma- 
terials that have largely contributed to this nation’s 
improvement in living standards and, through new 
drugs, in lengthening mankind’s life expectancy. 

In 1957, the chemical industry faces the prospect 
of further gains in sales—perhaps to $25 billion, or 
better, as compared with approximately $24 billion 
in 1956. 

Earnings showings are not likely to be as favor- 
able as the gain in sales. Industry profits, however, 


should average up to around the relatively high level 
of last year, and there is a good chance that they 
will be slightly better. 

This does not mean (as some seem to feel) that 
the chemical industry’s growth, at a rate greater 
than the average for all industry, is ended. 

The same factors that since World War I have 
spurred the chemical industry in its strong growth 
trend are still present—notably relatively high out- 
lays on research and rapid rate of technological 
progress. 

Actually, these factors are stronger than ever be- 
fore. Companies whose sales have jumped tenfold 
in recent years, for example, are spending more than 
ten times as much on research—that is, a greater 
percentage of each sales dollar is going into research 
than ever before. 
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Comparative Earnings and Dividend Records of Leading Chemical C ‘ompanies 


Earnings Per Sen 





1956 


4.74 
6.58 
4.21 
5.61 
3.00 
1.07 
3.83 
2.52 
8.19 
4.50 
5.35 
2.10 
1.08 
1.75 
2.14 
2.16 
5.01 
1.80 
3.15 
3.38 
2.92 
3.03 
15.21 
4.73 
3.97 
5.11 
2.81 
4.86 
5.04 
2.02 


1954 1955 
Air Reduction $1.82 $3.21 
Allied Chemical & Dye 4.73 5.44 
American Agricultural Chemical 7.27 7.01 
American Cyanamid 2.95 4.07 
Atlas Powder 4.06 4.70 
Columbian Carbon 2.83 3.91 
Commercial Solvents 1.01 1.31 
Diamond Alkali 2.21 3.38 
Dow Chemical 1.42 1.64 
Du Pont 7.34 9.24 
Food Machinery & Chemical 3.82 4.55 
Freeport Sulphur 4.20 4.96 
Hercules Powder 1.70 2.30 
Heyden Newport Chemical 28 1.09 
Hooker Electrochemical 1.33 1.73 
International Minerals & Chem. 2.44 2.55 
Jefferson Lake Sulphur 3.01 2.32 
Koppers Co. 2.77 4.92 
M to Chemical 1.46 1.99 
Nopco Chemical 2.66 3.05 
Olin Mathieson 3.11 3.36 
Penna. Salt Mfg. 2.73 2.80 
Pittsburgh Coke & Chemical 71 2.34 
Rohm & Haas 12.52 17.23 
Spencer Chemical 4.20 4.04 
Stauffer Chemical 3.02 3.99 
Tennessee Corp. 3.66 4.20 
Texas Gulf Sulphur 3.05 3.23 
Union Carbide & Carbon 3.13 4.86 
United Carbon 3.90 4.66 
Victor Chemical 1.02 2.16 
Virginia-Carolina Chemical 4.26 2.28 


l—Latest 1957 rate. 
“—Plus stock. 


Air Reduction: This producer of gases for industry use showed record earn- 
ings last year, and prospects are favorable for continuing strong earnings 
results. ((B1) 

Allied Chemical & Dye: This company, strong in basic chemicals production, 
has been expanding into processing fields where profit potentials appear 
favorable. (A2) 

American Agricultural Chemical: Expansion of activities in the Mid-West 
hos lessened dependence of this fertilizer producer on the highly competi 
tive marketing outlets in the South. (B3 

American Cyanamid: A diversified company, this chemical producer is 
strongly situated in the drug and plastics fields where growth potentials 
are above avarage. (Al 

Atlas Powder: Aggressive product development program is improving posi 
tion of this producer of explosives and industrial chemicals. ( 

Columbian Carbon: This producer of carbon black has developed a sub- 
stantial stake in oil and gas exploration and development. (B2 
Commercial Solvents: Progress in new product development offers promise 
of greater stability to earnings than in the past. (C3 

Diamond Alkali: Diversification of activities and strong position in basic 
chemicals indicate good growth potential. 

Dow Chemical: Continuing above-average earnings growth has been 
obscured by accelerated amortization charges, which will continue large 
for the next several years. (A2) 

Du Pont (E.1.): The giant in the industry, this company is continuing its 
policy of high outlays for research—which should assure continuing growth 
A more favorable sales year for the auto industry than in 1956 could help 
DuPont's 1957 earnings considerably, both because of the importance of 
the auto makers as customers and because of the possibility of restoration 
of the dividend extra by General Motors (omitted in 1956) and a resultant 
jump in DuPont's investment income. (A) 

Food Machinery & Chemical: This diversified producer of machinery and 
chemicals has been steadily ey pay its position in the chemical field 
Results in 1956 were ha day strike in one of its chemical 
plants; prospects appear fav noni for 1957. (BI 

Freeport Sulphur: Increasing competition from Mexican sulfur may con- 
tinve to hold down earnings this year, but widening of activities into new 
fields should tend to offset the dubious sulfur picture over the longer term. 
(B2) 

Hercules Powder: New plant start-up expenses are holding down immediate 
earnings of this expanding company, but basic position appears to be 
steadily improving. (A2 

Heyden-Newport Chemical: Recent merger of Heyden Chemical and New- 
port industries has provided more diversified activities under a single 
management. (C2) 

Hooker Electrochemical: Absorption of several other companies into the 
Hooker organization has given wider diversification, strengthened growth 
prospects. (B2) 








.20 


$4.32 


Dividends Per hen. Recent Div Price Ronge 
1954 1955 1956 Price Yield 1956-1957 
$1.40 $1. 50 $2.00! 54 3.7% 5434- 36% 
3.00 3.00- 3.00- 87 3.4 129%4- 85% 
4.50 4.50 4.50 65 6.9 79 - 58 
2.00 2.50 3.00! 75 4.0 79'2- 61 
2.00 2.30 2.40 68 3.5 91 - 6154 
2.00 2.30 2.40 44 5.4 58 - 43\% 
1.00 1.00 1.00 17 5.9 2158- 1642 
1.50 1.50- 31.80! 52 3.4 6058- 432 
1.00 1.00- 31.20! 57 2.1 82"s- 56% 
5.50 7.00 6.50 179 3.6 237 -175\s 
4 2.00 2.00 2.00 58 3.4 77 - 5) 
2.50 2.62'2 3.00 102 2.9 107\4- 78 
1.60 1.00 1.10 39 2.8 51'a- 35 
50 50 .80 14 5.7 20%2- 127% 
70 95 1.00 36 2.7 52'\4- 33 
1.60 1.60 1.60 28 5.7 337s- 25% 
1.30 1.60 1.60 32 5.0 48%s- 282 
2.50 2.50 2.50 54 46 74\2- 51'2 
.83 .92- 1.00- 33 3.0 51'4- 30% 
1.40 1.75 2.05 35 5.8 43 - 332 
2.00- 2.00 2.00 45 44 62%- 42'2 
1.70 1.85 1.85 62 2.9 66'2- 4534 
1.00 1.25- 1.25- 26 48 28'8- 2134 
1.60- 1.60- 2.40- 366 6 510 -351 
2.40 2.40 2.40 47 5.1 737%s- 46 
1.30 1.472 2.15- 68 3.1 81 - 51% 
1.27'2 1.80- “2.45! 54 45 62 - 45 
1.83 2.00 2.00 30 6.6 3834- 28% 
2.50 3.00 3.60! 109 3.3 13348-1005 
1.67 1.85 2.00 64 3.1 71'2- 48% 
1.30 1.45 1.40 27 5.1 3458- 2534 
22 387s- 20% 


5—Plus stock in 1956. 
'—_Estimated. 


Jefferson Lake Sulphur: This company has a substantial stake in petroleum 
as well as sulphur 


Company combines chemicals and coke-oven construction as 


Koppers Co.: 
has been putting expansion emphasis on 


port of its diversified activities 
chemicals. (B2 


This aggressive and diversified company has a good 
importont 


Monsanto Chemical: 
growth record, though weokness in some form chemical prices, 
to Monsanto, may continue to slow gains temporarily. (A2 


Nopco: This producer of chemicals which find a wide range of industrial 
uses has been increasing its attention to research; earnings recently hove 
benefited from high level general industrial activity BI 


Olin Mathieson: This widely diversified company has a strong position in o 
number of potentially profitable lines, including drugs. Prospects for earn 
ings gains are better than average. (B! 


Pennsylvania Salt: High depreciation and amortization charges are con 
tinuing to distort the earnings performance of this company, which steadily 
has been upgrading its production into more profitable lines. (B2 


Pittsburgh Coke & Chemical: Diversification in chemicals production has 
been recent policy of this compony, which was able to show o 27 per cent 
gain in net income in 1956. (B1 


Rohm & Haas: Emphasis on research indicates that recent activities levelling 
off of sales and earnings may be only temporary. (A2 


Spencer Chemical: This petrochemical company has a substantial stake in 
production of ammonia and polyethylene, two products in which competi- 
tion will be unusually keen in the immediate future, but because of the 
company’s position as a relatively low-cost producer longer term prospects 
appear favorable. (B1 


Stauffer Chemical: This producer of basic chemicals ond farm chemicals 
has widened its activities recently through mergers 


Tennessee Corp.: Has position in basic chemicals; 
indicated improvement in farm purchasing power 


Texas Gulf Sulphur: This company has o material reserves position, both 
in this country and Mexico, though increasing Mexican production of sul 
phur is continuing to hold down sulphur prices, narrow profit margins 
This explains relatively high yield on the stock. (B3 


also should benefit from 
1 


Union Carbide & Carbon Corp.: Second largest company in the industry 
and highly diversified. Huge research expenditures and strong position in 
many lines indicate continuing growth. (A2 


United Carbon: Though still an important producer of carbon black, scales 
of natural gas, and production from its synthetic rubber plant, have rele- 
gated the carbon block business to a minor position in total revenues. 
Prospects are favorable for continuing earnings strength. (A 


Sales of this producer of phosphorus-based chemicals 
(B2 


Victor Chemical: 
have been aided by growth of the synthetic detergent industry. 


Carolina Chemical 












































Inter i Mi Is & Ch Is: This important producer of fertilizers, : A new group has taken over monagement of 
chemicals and industrial minerals continves to expand steadily; stands to this company, which is a leading producer of mixed fertilizers, also of 
benefit from indicated improvement in farm income. (B3) some other chemical lines. (C3) 
Ratings: A—Best grade. 
B—Good grade. 1—Improved earnings trend. 
C—Speculative. 2—Sustained earnings trend. 
D—Unattractive. 3—Lower earnings trend. 
Mae nn ay mine tm mown eee —e 
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Figures are in million dollars 
except where otherwise stated 


CAPITALIZATION: 
Long Term Debt (Stated Value) 








Preferred Stocks (Stated Value) 
| Ne. of Common Shares Outstanding (000) 
Capitalization 
| Total Surplus 
INCOME ACCOUNT: 
For Fiscal Year Ended 
Net Sales 
Deprec., Depletion, Amort., etc. 
Income Taxes 
Interest Charges, etc. 
Balance for Common 
Operating Margin 
Net Profit Margin 
Percent Earned on Invested Capital 
Earned Per Common Share* 
BALANCE SHEET: 
Fiscal Year Ended 
Cash and Marketable Securities 
Inventories, Net 
Receivables, Net 
Current Assets 
Current Liabilities 
Working Capital 
Fixed Assets, Net 
| Total Assets 
Cash Assets Per Share 
Current Ratio (C. A. to C. L.) 
| Inventories as Percent of Sales 


Inventories as % of Current Assets 


Comprehensive Statistics Comparing 


Allied 


Air Chemical American Columbian Commercial Dow 
Reduction & Dye Cyanamid Carbon Solvents Chemical 
$ 21.1 $200.0 $ 93.7 $ 13.3 $ 23.4 $159.7 
$ 4.2 $ 13.3 
3,687 9,915 10,288 1,612 2,636 23,663 
$ 78.5 $378.4 $200.1 $ 35.1 $ 30.0 $278.0 
$ 58.2 $247.1 $250.2 $ 38.9 $ 31.8 $256.0 
12/31/56 12/31/56 12/31/56 12/31/56 12/31/56 5/31 56 
$169.8 $668.9 $500.6 $ 65.5 $ 58.7 $565.2 
$ 99 $ 50.3 $ 30.1 $ 6.0 $ 3.1 $ 73.8 
$ 16.0 $ 32.7 $ 41.0 $ 3.2 $ 2.9 $ 54.6 
$ 7 $ 7.3 $ 35 $ 6 . Ss $ 5.7 
$ 15.4 $ 47.0 $ 43.3 $ 48 $ 2.8 $ 59.6 

18.5% 12.3% 11.4% 12.9% 9.4% 21.0% 

9.2% 7.0% 8.8% 7.3% 4.8% 10.5% 

13.6% 11.0% 12.0% 8.0% 7.4% 15.9% 
$ 4.32 $ 4.74 $ 4.21 $ 3.00 $ 1.07 $ 2.52 
12/31/56 12/31/56 12/31/56 12/31/56 12/31/56 5 31/56 
$ 16.4 $ 73.7 $159.4 $ 7.2 $ 10.0 $ 72.4 
$ 24.3 $ 88.7 $ 81.5 $ 11.5 $ 13.2 $104.4 
$ 23.0 $ 72.6 $ 59.5 $ 8.2 $ 11.1 $ 77.2 
$ 64.7 $235.0 $300.5 $ 27.0 $ 34.4 $254.1 
$ 26° $ 73.1 $ 97.6 $ 9.8 $ 9.6 $110.6 
$ 39.6 $161.9 $202.9 $ 17.2 $ 24.8 $143.5 
$ 94.7 $473.1 $227.2 $ 50.7 $ 36.8 $376.4 
$162.6 $742.0 $559.8 $ 88.3 $ 74.5 $646.2 
$ 4.45 $ 7.43 $ 15.49 $ 4.50 $ 3.82 $ 3.06 

2.5 3.2 3.0 2.7 3.5 2.2 

14.3% 13.2% 16.2% 17.6% 22.5% 18.4% 
37.6% 37.9% 27.1% 42.7% 38.5% 41.1% 


*—Data on dividend, current price of stock and yields in supplementary table on preceding page. 
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Better to understand the amazing growth of the 
chemical industry during the past 25 years—an aver- 
age growth of seven per cent a year as compared 
with three per cent for all industry—and also to more 
clearly assess its future, a closer look at what the 
chemical business really is may be worth while. 

In more recent years, increasing attention has been 
given to production of chemical products using natu- 
ral gas and petroleum as a starting point—develop- 
ment of what are known as petrochemicals. Progress 
in petrochemicals has been a major reason why pro- 
duction of industrial chemicals since 1939 has grown 
at an average annual rate of 10 per cent, while all-in- 
dustry growth has continued at a three per cent rate. 


Uses Are Varied 


The millions of tons of chemicals used annually 
in the United States go to practically every major 
industry—as essential materials in their production 
activities. These chemicals range from basic raw 
materials for other commodities to specialized chem- 
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icals which perform a small but vital function in 
manufacturing processes. 

In addition, the chemical industry is supplying an 
increasing number of consumer products. 


Industry In Front Rank 


Today chemical and allied products rank among 
the first five manufacturing industries in value of 
product. 

Because of the essentiality of its production, in 
peace as well as war, the chemical] industry has 
strongly weathered wars, depressions and inflation. 

The fact that chemical production is so closely tied 
to industrial activity generally, inevitably means 
that a falling off in this nation’s industrial produc- 
tion can affect adversely sales of established chemi- 
cal lines; and, conversely, that a gain in industrial 
activity can stimulate demand for chemicals. 


New Product Rate High 


A unique characteristic of the chemical industry, 
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the Position of Leading Chemical Companies 


Hooker International Olin Rohm Texa Unior Victor 
Hercules Electro- Minerals Monsanto Mathieson & Spencer Stauffer Gulf Carbide Chemica 
Du Pont Powder Chemica & Chemical Chemical Chemical Haas Chemical Chemical Sulphur & Carbon Work 
$ 31.3 $ 28.8 $151.7 $194.9 $ 48 $ 23.7 $ 23.7 $ 410.5 $ 8.1 
233.8 $ 96 $ 5.0 $ 98 $ 21.0 $ 6.1 $ 14.5 $ 77 
45,604 8,223 6,458 2,337 21,446 13,003 1,042 1,124 3,461 10,020 30,088 1,683 
466.9 $ 25.8 $ 68.6 $ 50.3 $194.5 $281.0 $ 31.8 $ 45.0 $ 58.4 $ 26.1 $ 630.5 $ 23.7 
1,712.9 $ 88.7 $ 41.5 $ 62.0 $320.2 $276.0 $ 69.4 $ 22.4 $ 63.9 $108.5 $ 580.0 $ 16.9 
2.31/56 12/31/56 11/30/56 6/30/56 12/31/56 12°31 56 12 31 56 6 30 56 12/31/56 12/31/56 12/31/56 12 31 56 
1,917.3 $244.3 $109.9 $ 96.6 $541.8 $596.6 $164.0 $ 45.6 $159.0 $ 84.5 $1,324.5 $ 50.1 
115.2 $ 13.1 $ 7.1 $ 66 $ 38.4 $ 21.5 $ 9.1 $ 42 $ 10.8 $ 43 $ 113.8 $ 3.3 
237.0 $ 20.8 $ 11.6 $ 1.0 $ 30.7 $ 34.4 $ 18.5 $ 65 $ 12.4 $ 14.2 $ 146.1 $ 3.4 
$ 1.4 $ 10 $ 5.4 $ 7.4 $ 2 $ 9 $ 9 $ 144 $ 2 
373.3 $ 17.2 $ 11.2 $ 5.0 $ 38.6 $ 43.9 $ 15.8 $ 5.3 $ 13.7 $ 28.1 $ 146.2 $ 3.4 
25.6% 15.5% 20.6% 8.1% 13.3% 13.2% 20.8% 29.3% 15.9% 48.6% 21.3% 13.5% 
20.0% 7.2% 10.4% 5.4% 7.1% 7.5% 9.8% 13.0% 8.6% 33.2% 11.0% 7.3% 
18.3% 15.4% 14.6% 6.4% 10.6% 12.3% 16.6% 13.5% 13.9% 20.4% 18.2% 11.1% 
8.19 $ 2.10 $ 1.75 $ 2.14 $ 1.80 $ 3.38 $ 15.21 $ 4.73 $ 3.97 $ 2.81 $ 486 $ 2.02 
231/56 12/31/56 11/30/56 6 30/56 12/31/56 12 31 56 12 31 56 6 30 56 12/31/56 1231/56 12 31 56 12 31 56 
$ 347.6 $ 20.8 $ 11.4 $ 87 $ 38.1 $ 47.5 $ 17.9 $ 22.5 $ 11.4 $ 38.2 $ 265.1 $ 9.0 
$ 241.9 $ 37.7 $ 18.9 $ 22.3 $ 92.6 $142.6 $ 24.9 $ 4.46 $ 26.2 $ 21.4 $ 290.3 $ 8.1 
5 169.6 $ 22.1 $ 11.7 $ 9.2 $ 63.9 $ 66.1 $ 16.9 $ 42 $ 15.4 $ 19.4 $ 159.9 $ 5.5 
$ 772.2 $ 80.7 $ 42.7 $ 40.3 $194.8 $262.9 $ 61.3 $ 31.4 $ 53.2 $ 79.7 $ 715.4 $ 23.1 
$ 142.9 $ 34.4 $ 10.8 $ 7.0 $ 65.9 $ 80.1 $ 26.2 $ 9.5 $ 14.9 $ 15.6 $ 237.6 $ 68 
$ 629.3 $ 46.3 $ 31.9 $ 33.3 $128.9 $182.8 $ 35.0 $ 21.9 $ 38.3 $ 64.1 $ 478.8 $ 16.3 
$1,556.6 $ 83.1 $ 78.1 $ 77.3 $354.4 $316.3 $ 63.2 $ 44.8 $ 71.5 $ 28.0 $ 7143 $ 24.6 
$3,317.9 $169.5 $122.8 $122.1 $597.7 $653.7 $127.7 $ 78.5 $137.3 $125.8 $1,459.7 $ 47.8 
$ 762 $ 2.53 $ 1.77 $ 3.74 $ 1.77 $ 3.06 $ 17.27 $ 20.03 $ 3.31 $ 3.81 $ 9.07 $ 5.30 
5.3 2.3 3.9 5.7 2.9 3.2 2.3 3.3 3.5 5.1 3.0 3.4 
12.5% 15.4% 17.2% 23.1% 17.1% 23.9% 15.2% 10.1% 16.6% 25.4% 21.9% 16.2% 
31.3% 46.7% 44.3% 55.4% 47.5% 54.2% 49.6% 14.7% 49.4% 27.0% 40.5% 35.7% 








however, has been the exceptionally high rate of 
development of new product lines. This factor, com- 
bined with technological progress, which has per- 
mitted a long-term downward price trend in many 
‘hemicals, has accounted for the much faster chem- 
ical industry growth rate than has been evident for 
all-industry. 

The progress in new product development and in 
technology has in turn stemmed from the exception- 
ally high percentages of sales dollars that have: gone 
into research. 

Further, the chemical industry (partly because of 
its rapid growth, has been characterized by younger 
management personnel than in most industries; and 
the industry managements generally have been and 
continue to be bold and aggressive. 

This aggressiveness has taken the form of a com- 
petitive scramble to get ahead of the other fellow in 
new products, and in farsighted planning for pro- 
duction to meet conditions five and ten years from 
now. 

Most chemical company managements today, while 
1957 
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conceding the difficulties from present highly com- 
petitive conditions in the industry, feel confidence 
in continuing growth in the years ahead. This con- 
fidence is based in part on new products forecast for 
the future, and now in various stages of develop- 
ment. 


Big Gains Forecast 


As one top management executive expressed it to 
this writer: 

“The potentials from new products now in our 
laboratories, or in pilot plant stage, are tremendous. 
In the next few years we see big things to come 
and growth in our sales outstripping anything we'v« 
seen before.” 

In the field of plastics, for example, most pro- 
ducers vision use of new products bringing revolu- 
tionary changes in such industries as construction, 
transportation—as well as in meeting military needs. 

The chemical industry also has been in the fore- 
front in this nation’s (Please turn to page 120) 
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Ten new hospital solutions were introduced in 1956 
for use in the operating room or recovery room. 





for the DRUG COMPANIES 


By PHILLIP DOBBS 


Provably nowhere is scientific research pay- 
ing bigger dividends than in the pharmaceutical 
industry. Public response to the introduction of phe- 
nomenal remedies has exceeded the most optimistic 
forecasts. Industry authorities are projecting record 
sales and good profits for representative drug com- 
panies this year, continuing a trend that has sur- 
prised the industrial world. 

Medical research has dramatically altered the pat- 
tern of vital statistics in the last two decades. For 
one thing, this country’s birth rate has been stepped 
up sharply to more than 4 million annually and life 
expectancy has been raised about six years in a 
comparatively short time. Thus, for the first time in 
this country a new born babe’s life expectancy can 
be placed at the Biblical figure of three score and ten 
years. Moreover, the number of individuals reaching 
retirement age of 65 is growing at an unprecedented 
rate. 

The extent to which this industry has grown may 
be most clearly illustrated by citing the fact that 
total sales for 1957 are being projected at more than 
$2,100 million this year, compared with approxi- 
mately $300 million in 1939. The fabulous expansion 
is explained partly by introduction of an array of 
wonder drugs in the war years and later as well as 
by a rapid climb in disposable income which has 
encouraged greatly increased expenditures on health. 
Widespread adoption of hospitalization plans also 
has contributed immeasurably to increased reliance 
on medicines of all kinds. The lifeblood of the 
pharmaceutical industry, however, has been research, 
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for out of the industry’s laboratories has come a 
steady stream of products affording (at the start 
anyway) extraordinarily fancy profit margins. 


Key to Drug Industry Progress 


This point deserves emphasis, for it is the key to 
the industry’s progress and its outlook for the future. 
So long as expenditures on development of new 
products is increasing one may look with favor on 
prospects of individual companies. As a _ specific 
example, it may be noted that Eli Lilly and Company, 
one of the sparkplugs of the pharmaceutical in- 
dustry, doubled its research program in the last four 
years. For the decade ending last year sales rose 
111 per cent, whereas research and development 
expense increased 410 per cent. Wisdom of an ac- 
celerated policy of product expansion was demon- 
strated by the fact that of last year’s total shipments, 
about 45 per cent was represented by items not in 
the company’s catalog five years earlier. A total of 
72 per cent of sales was generated by products not 
in the price list in 1946. In other words, it is con- 
ceivable that sales last year might have been lower 
by as much as 70 to 75 per cent had it not been for 
aggressive research and promotion. 

Aside from efforts by drug manufacturers, con- 
sumption of medical supplies has gained momentum 
from the country’s rapid rise in population and from 
emphasis by industrial managements on protection 
for their employees. More and more labor contracts 
each year include provisions for medical plans. Ex- 
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Statistical Data on Leading Drug Companies 


Earnings Per Share 





1954 1955 
Abbott Laboratories $2.21 $2.48 
American Home Products 4.21 5.34 
Bristol Myers 2.12 2.98 
Chemway Corp. WW 05 
Lehn & Fink 2.71 51 
McKesson & Robbins 3.97 4.75 
Mead Johnson & Co. 1.59 1.94 
Merck & Co. 1.09 1.55 
Norwich Pharmacal 2.27 3.01 
Parke, Davis & Co. 2.14 2.92 
Pfizer (Chas.) & Co. 2.95 2.94 
Plough Inc. 71 81 
Rexall Drug .93 1.19 
Schering Corp. 89 4.71 
Sterling Drug 1.66 1.99 
Vick Chemical 4.21 4.36 
Warner-Lambert Pharm. Co. 2.92 4.20 
1—Latest 1957 rate. “—Plus stock. 


Abbott Laboratories: Prospects for introduction of interesting new products 
this year are believed to have improved. Such development would encour 
age hope of increased sales and wider margins. Dividend may be boosted 


American Home Products: Increased emphesis on ethical drugs finding re 
flection in larger volume and better margins. Another impressive earnings 
gain is anticipated for 1957, paving way for more liberal dividends 


Bristol-Myers: Addition of new proprietary products in recent months and 
expansion of sales in relatively new ethical lines contributing to steady 
gains in volume. Earnings this year are tentatively being estimated at $4 
a share or more. 


Chemway Corp.: Difficulty in achieving operating economies through move 
to new facilities has hampered profit margins, but management is hopeful 
of moderate gains this year sufficient to cover modest dividend rate 


Lehn & Fink Products: Population growth and high personal income help to 
sustain demand for cosmetics, encouraging oromise of sales gains and 
rise in net profit for fiscal year ending June 30 to about $3 o share 


McKesson & Robbins: Growth in consumption of drugs has contributed to 
progress of this major wholesaler. Emphasis on increased efficiency and 
better volume are expected to boost earnings for year just ended. 


Mead Johnson & Co.: Expanding market for food specialties directed 
chiefly to markets for babies and elderly persons points to steady gains 
in sales. Net profit this year is expected to range above 1956 showing of 
$2.40 a share. 


Merck & Co.: Successful research efforts encourage outlook for more 
rapid introduction of new ethical products this year. Aggressive promo- 
tional efforts should result in increased earnings and possibly a higher 
dividend. 


1956 


$2.80 


8.14 


3.55 
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2.47 
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2.40 


1.92 


3.59 


3.59 


3.36 


74° 


1.35 


6.04 


2.15 


4.39 


4.63 


Dividends Per Share Recent Div Price Range 

1954 1955 1956 Price Yield 1956-1957 
$1.85 $1.80 $1.80 42 4.2% 45%- 37% 
3.00 3.30 5.00 132 3.7 143 - 84'2 
1.00 1.50 1.75 47 3.6 485s- 35's 
10 10 .20 8 2.5 10's- 6% 
1.25 1.00 1.00 21 47 21's- 16358 
. 2.50 2.50 2.60 54 48 5534- 43% 
.80 1.00 1.00 36 27 3734- 2534 
.80 .80 1.00 34 29 35 - 24% 
1.10 1.40 1.80 53 3.3 63'2- 47% 
1.40 1.40 1.95! 49 3.9 57'2- 40's 
1.35 1.55 1.75 49 3.5 51'a- 37's 

.30 .37%2 50! 15 3.3 16 - 13 
.20 50 .50 10 5.0 10’s- 93% 
50 75 1.75 60 2.9 63'4- 447% 
1.12'2 1.35 1.40! 27 5.1 31'4- 25'2 
1.35- 1,50- 1.50- 43 3.4 5834- 402 
1.60 1.70- “2.00! 48 4.1 49%8- 40's 
'—9 months '—Estimated 


Norwich Pharmacal: Rapid progress in developing nitrofuran drugs for 
ethical markets points to wider margins, while growth in proprietary prod 
ucts is bringing progress in sales. Another record year in sight for 1957 


Parke, Davis & Co.: Increased volume in antibiotics and comeback in polio 
voccine this year should bolster sales. Several new ethical products ex 
pected to be introduced in 1957. Higher earnings indicated this year 


Chas. Pfizer & Co.: Increasing emphasis on full line of ethical drugs for 
prescripion and retail trade contributing to wider morgins than had been 
obtained on bulk drugs. Earnings rise suggests better dividend 


Rexall Drug: Benefits of management's program for strengthening its retail 
outlets and emphasis on profitable proprietary oroducts are beginning to 
show up in earnings. Moderate improvement anticipated for 1957 


Schering Corp.: Recent introduction of a new drug for treatment of mental 
illness is expected to counteract any drop in earnings resulting from nar 
rower margins on arthritis remedies. Net profit expected to edge higher 


Sterling Drug: Continued uptrend in sales of proprietary products and 
progress in ethical lines expected to continue this year and contribute to 
moderate earnings gains. Ample coverage indicated for $1.40 rate 


Vick Chemical: Recent acquisitions have contributed to sales growth and 
to diversification in products. Earnings for year ending in June expected to 
range comfortably above $4.39 a share for last year 


Warner-Lambert Pharmaceutical: Impressive progress in introducing new 
ethical products, along with benefits of consolidations in last couple of 
years, contributing to more promising earnings and dividend outlook 
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penditures on proprietary products also have ex- 
panded rapidly in response to vigorous promotion 
efforts and to the public’s willingness to devote 
larger amounts to remedies designed to promote 
health. All indications point to continuation of this 
trend so long as employment remains at a high level. 

The fact that the market in this country for 
pharmaceutical products is continuing to expand 
naturally serves as an inducement for drug com- 
panies to place emphasis on research. Total sales 
of ethical products at manufacturers’ prices reached 
a record figure in 1956 of about $1,250 million, it is 
estimated, and an increase of more than 15 per cent 
is envisioned for this year. The total is expected to 
top $2 billion by 1966 if not before. The extent to 
which ethical products can gain momentum is illus- 
trated by the rapid upsurge in demand for antibiot- 
ics, which first gained acceptance during the war 
and in the early post-war years. The market for 
these items has grown to more than $300 million 
annually from less than $82 million in 1946. Sales 
of so called tranquilizing drugs have jumped even 
more sensationally, reaching a total of more than 
$128 million at manufacturers’ prices last year, 
compared with almost nothing as recently as 1953. 

Progress has been so pronounced that the prospect 
of saturation of the market may be considered a 
threat. Actually, the potential for further gains 
appears promising in spite of the fact that some 
remedies are outmoded by more recent developments 
and even though profit margins are not always main- 
tained at the wide ranges obtainable when new 
items originally are introduced. 


Many Challenges to Drug Research 


Despite impressive accomplishments, solutions 
to several medical problems still remain to be 
discovered. Attention constantly is being called to 
cancer and heart disease, as examples. Various car- 
diovascular diseases are held responsible for approx- 
imately 800,000 deaths annually in this country. 
Authorities estimate that as many as 700,000 indi- 
viduals are receiving treatment for cancer this year. 

Moreover, there still is much to be done in assist- 
ing the mentally afflicted. This area of human ills 
affords widespread opportunities for discovery and 
development of new remedies. In fact, research 
here could open entirely new markets for the 
pharmaceutical industry. A realistic examination 
of the situation scarcely supports the pessimistic 
view that perhaps the drug industry has seen its 
peak. 

The fallacy of estimates of this nature is vividly 
illustrated by the recent comeback in demand for 
polio vaccine shots. Supplies of this remedy for 

treatment of polio had 

© accumulated in distri- 

bution channels late in 
1956 to an extent that 
some producers were 
compelled to discon- 
tinue operations or to 
cut back output. Sales 
experienced a _ resur- 
gence this year, how- 
ever, and civic author- 
ities in some areas 
have intimated that 
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Comprehensive Statistics Comparing 

Figures are in million dollars Abbott 
except where otherwise stated. Laboratories 
CAPITALIZATION: 
Long Term Debt (Stated Value) 
Preferred Stocks (Stated Value) Ss a 
No. of Common Shares Outstanding (000) 3,738 
Capitalization $ 34.4 
Total Surplus $ 42.1 
INCOME ACCOUNT: Fiscal Year Ended 12/31/56 
Net Sales $ 96.7 
Deprec., Depletion, Amort., etc. $ 2.1 
Income Taxes $ 9.8 
Interest Charges etc. 
Balance for Common $ 10.4 
Operating Margin 22.0% 
Net Profit Margin 11.2% 
Percent Earned on Invested Capital 14.1% 
Earned Per Common Share* $ 2.80 
BALANCE SHEET: Fiscal Year Ended 12,31, 56 
Cash and Marketable Securities $ 23.5 
Inventories, Net $ 23.3 
Receivables, Net $ 17.8 
Current Assets $ 64.7 
Current Liabilities $ 26.0 
Working Capital $ 38.7 
Fixed Assets, Net $ 30.8 
Total Assets $102.5 
Cash Assets Per Share $ 6.23 

i Current Ratio (C. A. to C. L.) 2.5 
Inventories as Percent of Sales 24.1% 
Inventories as % of Current Assets 36.1% 

*—Data on dividend, current price of stocks and yields 
in supplementary table on preceding page. 
| — 











steps may be taken to allocate scarce supplies 

Industry officials now feel that sales of Salk polio 
vaccine, which had been expected to drop sharply 
from last year’s large volume, may compare favor- 
ably with the 1956 total and possibly may expand 
to a new high. Volume last year is estimated to have 
approximated $50 million at manufacturers’ prices. 
Talk of allocations have spurred orders from princi- 
pal producers, pointing to the possibility of a vigor- 
ous upsurge. 


Agricultural Markets Offer Potentials 


Other products widely recommended for human 
ills are destined to gain sales volume this vear and 
increased emphasis is anticipated on development 
of byproducts for distribution in agriculture mar- 
kets. Antibiotics in some form are used exclusively 
for treatment of farm animals, for example, as well 
as for preservation of meat and fish in marketing 
operations. Both American Cyanamid and Charles 
Pfizer & Company have reported outstanding prog- 
ress in this direction. Antibiotics have been used to 
retard spoilage in poultry, for example. Government 
authorities are expected to approve use of products 
for poultry and fish this year, but industry officials 
STREET 
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the Position of Leading Drug Companies 


American Mead 

Home Bristol Lehn Johnson Merck 

Products Myers & Fink & (o & Co 

$ 935 $ 11.4 $ 6 $ 3.0 $ 4 

$ 5.1 $ 1.7 $ 36.4 

3,840 1,514 389 1,664 9,790 

$ 13.3 $ 21.3 $ 2.5 $ 63 $ 38.7 

$ 93.2 $ 30.2 $ 69 $ 20.0 $ 99.9 

12/31/56 12/31/56 6/30/56 12/31/56 12/31/56 

$295.4 $ 89.4 $ 25.7 $ 45.2 $172.4 

$ 2.8 $ 18 $ J $ 9 $ 7.5 

$ 35.4 $ 5.3 $ P $ 49 $ 21.0 

$ 5 $ 9 $ J $ J 

$ 31.2 $ 5.3 $ 9 $ 4.0 $ 18.7 
22.7% 11.2% 6.0% 19.5% 21.2% 
10.5% 6.2% 3.7% 9.0% 11.7% 
32.2% 13.9% 10.9% 17.3% 14.6% 

$ 8.14 $ 3.55 $ 2.47 $ 2.40 $ 1.92 

12/31/56 12,31, 56 6,30, 56 12/31/56 12/31/56 

$ 47.8 $ 99 $ 2.7 $ 93 $ 30.9 

$ 42.2 $ 8.0 $ 47 $ 6.2 $ 37.2 

$ 3:.3 $ 6.3 $ 19 $ 46 $ 15.6 

$123.0 $ 24.2 $ 95 $ 20.2 $102.7 

$ 53.0 $ 48 $ 26 $ 78 $ 29.3 

$ 70.0 $ 19.4 $ 69 $ 12.4 $ 73.4 

$ 33.9 $ 19.0 $ 1.5 $ 12.7 $ 63.6 

$169.4 $ 57.5 $ 12.1 $ 34.2 $168.0 

$ 12.45 $ 6.58 $ 7.02 $ 5.63 $ 3.15 
2.3 5.0 3.6 2.5 3.5 
14.2% 8.9% 18.5% 13.8% 21.6% 
34.3% 33.1% 50.2% 31.0% 36.2% 


Parke, Pfizer 
Norwich Davis (Chas.) Schering Wick 
Pharmacal & Co & Co Corp Chenncal 
$ 19 
$ 7.4 
939 4,911 5,284 1,760 1,594 
$ 4.3 $ 14.2 $ 12.7 $ .26 $ 42 
$ 11.9 $ 88.6 $103.0 $ 28.7 $ 50.4 
12/31, 56 12/31/56 12,31 56 12,31 56 6/30 56 
$ 29.5 $134.1 $178.3 $ 54.3 $ 83.6 
$ 4 $ 3.2 $ 57 $ 7 $ 13 
$ 3.5 $ 17.8 $ 14.1 $ 12.1 $ 79 
. a & 2 
$ 3.3 $ 17.6 $ 17.7 $ 10.6 $ 7.0 
24.5% 24.6% 16.6% 41.7% 17.7% 
11.4% 13.1% 10.2% 19.4% 8.3% 
23.7% 17.1% 15.7% 37.0% 12.8% 
$ 3.59 $ 3.59 $ 3.36 $ 6.04 $ 4.39 
12,31 56 12.31/56 12/31 56 12/31 56 6 30 56 
$ 56 $ 42.1 $ 21.9 $ 19.0 $ 13.4 
$ 3.2 $ 34.4 $ 52.6 $ 95 $ 18.4 
$ 58 $ 20.1 $ 33.3 $ 67 $ 65 
$ 15.1 $ 99.0 $.07.9 $ 35.6 $ 38.8 
$ 5.4 $ 36.3 $ 35.3 $ 16.7 $ 5.3 
$ 9.7 $ 62.7 $ 72.6 $ 18.9 $ 33.5 
$ 63 $ 38.5 $ 36.4 $ 92 $ 13.0 
$ 21.6 $139.2 $152.5 $ 45.4 $ 61.3 
$ 5.95 $ 8.58 $ 4.26 $ 10.83 $ 8.43 
2.8 2.7 3.0 2.1 7.3 
10.8% 25.7% 29.5% 17.5% 22.5% 
21.2% 34.7% 48.8% 26.9% 48.5% 








ire not hopeful that the drugs will be released for 
attle before further tests are completed. 


Need for more effective use of products developed 
n pharmaceutical laboratories for preservation of 
foods is evident. Vast sums are lost annually in 
spoilage, and distribution costs are greatly increased 
by reason of risks involved in distribution of agri- 
cultural products. Rapidly expanding population 
promises to intensify the burdens of processing and 
marketing foods. Hence, as potential savings can 
be demonstrated, it is evident that the food market- 
ng industry can be persuaded to adopt protective 
measures. 

Use of antibiotics and B-12 vitamins in feed sup- 
ements has shown promising growth since it has 
een demonstrated that such supplements promote 
‘apid growth in poultry and other livestock. Resis- 
ance to disease also is bolstered. High costs of 
nedicated products have deterred widespread use, 
‘ut industry experts feel that aggressive promotion 
ind enlightened educational programs will stimulate 
he volume in agriculture. Optimists have envisioned 
i market of $250 million or more annually in this 
ield, which could prove significant for producers 
if antibiotics. 
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Increased Longevity Widening Drug Sales 


Another area offering exciting prospects is among 
retired persons. Recent population trends suggest 
that total number of people of 65 years or more may 
increase by as much as 25 per cent in the next 
decade, a rate that exceeds the indicated increase 
in births. Children under 20 years of age are ex- 
pected to increase in number about 20 to 22 per cent 
by 1967, while the nation’s population may rise only 
some 15 or 16 per cent in the period. 

Medical histories are believed to show that persons 
of 65 yvears or over are more vulnerable to disease 
than the rest of the population. In fact, it is esti- 
mated that this age group is 25 per cent more sub- 
ject to crippling ailments and requires considerably) 
more care on the average. This growing market has 
attracted research scientists and has given rise to 
vigorous emphasis by some drug companies on geri- 
atrics, the treatment of health among the aged. 
Because retirement programs adopted by many 
large industrial concerns are beginning to induce 
workers to give up employment at 65 on pensions 
the number of individuals able to purchase remedies 
prepared especially for elderly persons is rapidly 
expanding. (Please turn to page 124) 
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Drugs ing “unethical” about aspirin and ings, yielding nearly 4.5% on the 
Drug stocks continue to fare other common household remedies present indicated total dividends tion 
better than the market, with the Sold without a doctor’s prescrip- at a $5.90 rate. Dividends have § and 
group recently recording a new tion. We have heretofore recom- risen 125% even since 1952. U.S. J ings 
1956-1957 high and holding close mended a number of drug stocks Vitamin is a small company show this 
to it at this writing. The industry at lower prices, including Merck, ing excellent growth. The stock is } $2.7: 
is among the few for which a Pfizer, Bristol-Myers and War- far from cheap, on a current § dend 
good 1957 average profit gain— | ner-Lambert. All have worked view, around 34, which is about § six « 
possibly something like 12%-15% out satisfactorily so far. 21 times last year’s earnings ; anc is ar 
—appears assured. In its favor are it yields less than 2.4% on an 80- | 
population growth, especially Wheat Now? cent dividend. However, earnings } Ciga 
among the elderly; record person- Bristol-Myers has had a rela- gained 54% last year, on top of ag Ci 
al income; growing foreign sales; _ tively strong run-up. For longer- 47% 1955 fiscal-year gain; and § ).cg, 
continuous introduction of new range buying on minor dips we there are “interesting’’ possibill. eatic 
drugs; more diversification; re- still like Merck, Pfizer and ties in two or three new drugs 9 jak 
duced dependence on the orig- Warner-Lambert. The high- which the company has in the test J"), 
inal ‘“wonder-drug” antibiotics priced American Home Products, Stage. { smo} 
and firmer prices for most of now around 132, is one of the best S has | 
them. The earlier distinction be- in terms of rate of growth in Natural Gas in re 
tween ethical drugs and propri- earnings and dividends; and is The natural gas pipeline stock taine 
etaries has become largely mean- far from extremely priced in vi- group rose further to a new bull more 
ingless for investment purposes, Cinity of 14 times likely 1957 earn- market high earlier this year and cons’ 
because most makers of the for- 
mer produce some non-prescrip- t_ 
tion drugs and the principal INCREASES SHOWN IN RECENT EARNINGS REPORTS 
makers of the latter have become 1956 1955 
substantial-to-important makers Curtiss-Wright = $5.86 $4.75 
also of prescription drugs both iain on hen On 5.56 4.83 Bol 
new and old. There are still some Minneapolis-Honeywell Reg. Yeor Dec. 31 3.40 2.98 - 
low-standard small companies ex- American News Co. . Year Dec. 31 3.09 2.02 - 
ploiting “patent medicines” of American Safety Razor Year Dec. 31 .62 .36 ap 
little or no merit ; but among com- Ex-Cello-O Corp. Year Nov. 30 8.02 5.41 - 
panies with listed stocks, the label en Ge, Cues Ges, 88 2.90 1.74 te 
“ethical” is misleading and the Blaw-Knox Co. Year Dec. 31 4.16 1.46 _ 
withholding of it from others car- Fansteel Metallurgical Year Dec. 31 4.19 2.92 re 
ries an invidious implication. To Great Northern Paper Year Dec. 30 5.44 4.46 — 
illustrate, there: is obviously noth- : 
— 
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has had little net recession at the 
current level. It has a good 1957 
outlook, with substantial gains in 
revenue and net income assured; 
and with share earnings of most 
companies probably attaining 
new records. Strong long-term 
growth is indicated. A number of 
the stocks have been recommend- 
e here earlier. They are less 
cheap now, but generally are still 
reasonably priced in relation to 
prospective earnings and divi- 
dnds. This is one of the best 
fi lds for conservative investment 
by people willing to take a pa- 
tient, long-term view. It is not 
o.e in which you can get rich 
q ick under any market condi- 
tions, much less the rather drab 
p esent ones. For a single choice 
a this time, we suggest Southern 
Natural Gas, a major system 
s'retching from Texas across the 
dep south to South Carolina. It 
is aggressively expanding its still 
snall owned gas_ production. 
Profit of $2.35 a share in 1956, 
avainst 1955’s $2.37, was held 
down by issuance of 22% more 
shares to acquire control of Off- 
shore Company, which will give 
the parent important participa- 
tion in Gulf Coast gas-oil drilling 
and production activities. Earn- 
ings should rise fairly sharply 
this year, possibly to around 
$2.75-$2.85 a share. Annual divi- 
dends, now at $2, have risen for 
six consecutive years. The stock 
is around 39, yielding about 5.1%. 


Cigarettes 

Cigarette stocks had a sizable 
recent reaction, following publi- 
cation of another medical report, 
leaked to one newspaper, indicat- 
a link between heavy cigarette 
smoking and lung cancer. There 
has been a series of such reports 
in recent years, and this one con- 
tained nothing either new or 
more authoritative. In effect on 
consumption, the maximum im- 


pact was felt as far back as 1954. 
Consumption rose moderately in 
1955 and 1956. Investors seem 
pretty much used to recurrent 
“scares” of this kind by now. The 
stocks appear currently stabil- 
ized. Reynolds Tobacco and Amer- 
ican Tobacco remain by far the 
best issues in the group and both 
are suitable for income accounts. 
For Reynolds, 1957 will be the 
fourth successive year of higher 
earnings, the third successive 
year of record earnings, the sec- 
ond successive year of record div- 
idends. 


Steels 

The tradition that steel stocks 
are late movers in bull markets, 
because capital-goods activity fol- 
lows consumer-goods activity af- 
ter a time lag, has in most in- 
stances proved less than fully 
valid in modern times. Since and 
including 1929 they have mostly 
topped out about with the indus- 
trial list. Their cyclical swings 
are wider than average, in line 
with profit swings. They are spec- 
ulative. When they have “gone to 
town” late in bull markets, that 
has usually been so of other spec- 
ulative groups, if not of specula- 
tive issues generally. But they 
lived up to the tradition in the 
present instance. They were star 
performers last year; and most of 
them topped out late in the year, 
whereas the industrial list made 
double tops last April and August. 
They have subsequently declined 
considerably more than the mar- 
ket in a much shorter period of 
time, responding to moderate eas- 
ing in the industry’s operating 
rate, which at this writing is 
down to 92% of capacity. This 
easing largely reflects reduction 
of steel inventories by automobile 
makers other than Ford and 
Chrysler, whose outputs and steel 
needs are well above a year ago. 
A deep further cut in the steel 





























DECREASES SHOWN IN RECENT EARNINGS REPORTS 
1956 1955 
Bohn Aluminum & Brass Quar. Dec. 31 $ .16 $1.16 
Sun Chemical Corp. . Year Dec. 31 1.35 1.65 
Colorado Fuel & Iron 6 mos. Dec. 31 1.10 2.49 
Fenestra, Inc. Year Dec. 31 3.55 3.92 
Briggs Mfg. Co. . Year Dec. 31 1.31 2.38 
Electric Auto-Lite . Year Dec. 31 1.46 6.31 
General Time Corp. Year Dec. 31 3.97 4.17 
Philco Corp. Year Dec. 31 01 2.13 
Scovill Mfg. Co. Yeor Dec. 31 2.81 3.86 
Westinghouse Electric Year Dec. 31 -10 2.46 | 
(came man cence me 
PPRIL 13, 1957 


operating rate seems unlikely; 
and, of course, capacity is well 
above a year ago. Prices are high- 
er and due to move up again, with 


steel wages, around mid-year. 
Margins are wider than they 
averaged in 1956. Earnings 


should approximate or exceed last 
year’s. In view of the very sub- 
stantial decline they have already 
had, it could be a mistake to be 
too bearish on leading steel stocks 
at this stage. It seems late to sell 
them. It may be too early to buy 
them. Suggestion: wait and see. 


Stock Groups 

Sentiment has been blue for 
some time. The short position is 
crowded. Some bears probably 
have become nervous because the 
market has held on an even keel 
in recent weeks, in the face of 
some further evidence of easing 
in business activity, and has 
edged upward a bit in recent ses- 
sions up to this writing. Short 
covering probably is a factor in 
current better-than-average rally- 
ing tendencies in such relatively 
depressed groups as steels, cop- 
pers, metal fabricating, radio- 
television stocks, textiles and 
tires. Other groups which are far- 
ing better than the market at this 
writing primarily because of sat- 
isfactory-to-good 1957 earnings 
prospects are: drugs, electrical 
equipment, finance companies, 
oils, natural gas, shipping and 
electric utilities. Groups lagging 
at this time include air lines, 
aluminum, automobiles, auto 
parts, chemicals, containers, ma- 
chinery, paper, sugar and sulphur. 


Strong 

Individual stocks demonstrat- 
ing above-average strength at this 
writing include: American Chicle, 
Burroughs Corp., Allegheny Lud- 
lum Steel, Eastern Stainless Steel, 
General Cable, Getty Oil, Hershey 
Chocolate, lowa Power & Light, 
Texas Company, Southwestern 
Public Service, Minneapolis- 
Honeywell, Montana Power, Na- 
tional Cylinder Gas, National 
Lead, Outboard Marine, Northern 
Natural Gas, Oklahoma Gas & 
Electric, Parke Davis, CIT Finan- 
cial, Royal McBee, Schering, 
Texas Utilities, Thompson Prod- 
ucts and Warner-Lambert. 


Soft 
Stocks performing poorly as 
this is written include: Allied 


(Please turn to page 132) 


97 








Ht Business 





THE BUSINESS FORECASTER OF PRODUCTIVE ACTIVITY 


Business 
Trend 
Forecaster* 


OF eM KO = Oem 


1948 5 1949 y 1950 


* 

Win the many revolutionary changes in our economy, 
it was evident that various indicators previously used should 
be dropped and new ones substituted, in order to more accu- 
rately forecast developing business trends. 











COMPONENTS OF TREND FORECASTER* 
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(a)—% month moving average. 
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Industrial Production 


(FRB INDEX 1947-1949-100) 


SCALE ar cert 


|THE TREND FORECASTER 


Act AT BiGeet 


RELATIVE STRENGTH MEASUREMENT 
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This we have done in our new Trend Forecaster (developec 
over a period of several years), which employs those indicator: 
(see Components of Trend Forecaster) that we have found t 
most accurately project the business outlook. 


When the Forecaster changes its direction up or down »# 
corresponding change in our economy may be expected sev 
eral months later. 

The depth or height of the developing trend is clearly pre 
sented in our Relative Strength Measurement line, which re- 
flects the rate of expansion or contraction in the making. When 
particularly favorable indications cause a rise that exceeds 
plus 3 for a period of time, a strong advance in general busi- 
ness is to be expected. On the other hand, penetration of 
minus 3 on the down side usually precedes an important con- 
traction in our economy. 

We believe that subscribers will find our Business Trend 
Forecaster of increasing usefulness both from the investmeni 
and business standpoints. 

Current Indications of the Forecaster 

The components of the Trend Forecaster in recent months 
have been spelling out a further significant weakening in 
general business conditions. However, the indications are 
still for a downdrift, not yet for pronounced recession. 

In early 1957, raw industrial commodity prices have sagged 
almost continuously, with copper and steel scrap notable 
among the declines. Business failures have behaved badly, 
sinking to the lowest (as charted) levels in the postwar years. 
Housing starts have fallen to the lowest level since 1949. 
Average hours worked, while they have not declined in 
recent months, are still running at relatively low levels. New 
nonresidential contract awards, after advancing in late 1956, 
have apparently turned down during the first quarter. Stock 
prices and new orders for durables have moved erratically. 

Reflecting this predominance of declines, the Relative 
Strength Measurement subsided in the early months of 
1957 and by late in the quarter was clearly in a negative 
range. However it has not yet fallen into the minus 3 area 
associated with general recession. The Trend Forecaster 
itself is again declining, and has now reached its lowest level 
since 1955. The situation indicated by the Relative Strength 
Measurement and the Trend Forecaster still resembles late 
1948, and the possibility of a turn into recession over the 
next four months remains high. 
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CONCLUSIONS IN BRIEF 


INDUSTRY — Production activity still characterized by 
slow slippage, but no abrupt declines. Layoffs con- 
tinue in appliances, railroads, here and there in 
autos. Further decline still looked for well into the 
third quarter. 


TRADE — Retail volume holding steady, but sluggish, 
anid ample evidence of price resistance. Department 
store sales only barely equal to a year ago, after 
tcking account of seasonal factors. Auto sales at a 
6,900,000 annual rate. No improvement, and per- 
haps growing weakness, in next three months. 


MONEY AND CREDIT — Tight money policy now un- 
der growing attack, but money market beginning to 
ecse as demand for funds slackens and personal 
saving continues high. The crest in general interest 
rates is now believed past, and some easing in the 
cost of borrowing is probable in the next few months. 


COMMODITIES — Raw materials still easy and in 
abundant supply. No short term price strength in 
prospect; further weakness likely through about June. 
(Exceptions may be commodities already heavily de- 
flated, such as steel scrap, lumber, copper, where a 
near-term floor may have been established.) 
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Among experienced observers of the United States 
business scene, the first half of 1957 is now being written 
off as a period of slow but persistent decline in general 
business conditions. The only clear strength which might 
have washed out this decline was a pronounced spring 
resurgence in the automobile market; but the available 
facts on the market do not indicate any such recovery. 
With automobile sales clinging to a 6,000,000 annual 
rate, with capital goods deliveries and orders no longer 
providing upward stimulus, and with the housing market 
wallowing along below a 1,000,000 annual building rate, 
business weakness can hardly come as a surprise, par- 
ticularly in view of conservative inventory policy. 

In the last half, a few of these weaknesses may dis- 
appear. Residential building is widely expected to turn 
up in the last half, in response to both greater availability 
of funds and special Washington intervention, perhaps in 
the form of a few billions of dollars for secondary mort- 
gage purchases. However, the capital goods market is 
almost bound to be weaker—perhaps seriously weaker. 

The recourse of the optimists for 1957 must thus be a 
sharp uptrend in government spending in the last half 
of the year. Doubtless, such spending will be in a rising 
trend, if only because spending by state and local gov- 
ernments continues to jump about $3 billion a year. For 
the federal government, too, outlays are obviously climb- 
ing in many areas, notably in defense costs. It is more 
or less generally acknowledged that Defense Department 
outlays in 1957 will exceed initial estimates, owing to 
program revisions and higher costs of materials and 
personnel. 


Gauging the impact of (Please turn to following page) 
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THE MONTHLY TREND | uni | sonth Month Month Age 

INDUSTRIAL PRODUCTION®* (FRB) — | 1947-’9-100 Feb. 146 146 143 
Durable Goods Mfr 1947-'9-100 Feb. 164 164 158 
Nondurable Goods Mfr: 1947-’9-100 Feb. 130 130 130 
Mini 1947-'9-100 Feb. 132 130 129 

RETAIL SALES* $ Billions Feb. 16.5 16.4 15.3 

Durable Goods. $ Billions Feb. 5.8 5.7 5.4 

Nondurable Goods. $ Billions Feb. 10.7 10.7 10.0 

Dep't Store Sales 1947-'9-100 Feb. 124 125 118 

MANUFACTURERS’ 

New Orders—Total* $ Billions Jan. 28.8 28.8 28.1 
Durable Goods $ Billions Jan 14.3 14.5 14.7 
Nondurable Geods________| $ Billions Jan 14.5 14.3 13.4 

Shipments* $ Billions Jan. 29.1 28.7 27.0 
Durable Goods $ Billions Jan. 14.6 14.5 13.6 
Nondurable Goods_____ | $ Billions Jan. 14.5 14.2 13.4 

BUSINESS INVENTORIES, END MO.* | $ Billions Jan 88.7 88.5 82.8 

Manufacturers’ $ Billions Jan 51.5 51.4 46.3 

Wholesalers’ $ Billions Jan 13.2 13.3 12.4 

Retailers’ $ Billions Jan. 24.0 23.9 24.1 

Dept. Store Stocks. 1947-'9-100 Jan 141 142 137 

CONSTRUCTION, TOTAL__| $ Billions Feb. 29 3.1 2.8 

Private $ Billions Feb. 2.1 2.2 2.1 
Residential $ Billions Feb. 0.9 1.0 1.0 
All Other $ Billions Feb. 1.2 1.2 1.1 

Housing Starts*—a Th d Feb. 910 1,010 1,127 

Contract Awards, Residential—b $ Millions Feb. 676 612 799 
All Other—e $ Millions Feb 1,041 1,167. —-1,060 

EMPLOYMENT 

Total Civilian. Millions Feb. 63.2 62.6 62.6 

Non-Form Millions Feb. 51.2 51.3 50.2 
Government Millions Feb. 7.4 7.3 7.1 
Trade. Millions Feb. WWI 11.2 10.8 
Factory Millions Feb. 13.1 13.1 13.2 

Hours Worked Hours Feb. 40.2 40.1 40.5 

Hourly Eornings Dollars Feb. 2.05 2.05 1.93 

Weekly Earnings Dollars Feb. 82.41 82.21 78.17 
PERSONAL INCOME* $ Billions Jan 335.2 334.0 316.7 

Wages & Salaries. $ Billions Jan 233 233 219 

Proprietors’ Incomes $ Billions Jan 51 51 49 

Interest & Dividend $ Billions Jan 31 29 29 

Transfer Pay ts $ Billions Jan 20 19 18 

Farm | $ Billions Jan 15 15 15 

CONSUMER PRICES 1947-'9-100 Feb. 118.7 118.2 114.6 

Food 1947-’9-100 Feb. 113.6 112.8 108.8 

Clothi 1947-’9-100 Feb. 106.1 106.4 104.6 

Housing 1947-’9-100 Feb. 124.5 123.8 120.7 

MONEY & CREDIT 

All Demand Deposits* $ Billions Jan. 106.3 106.6 106.0 

Bank Debits*—g $ Billions Jan 82.8 76.6 74.7 

Busi Loans Outstanding $ Billions Jan 30.6 31.2 26.4 

instalment Credit Extended*____ | $ Billions Jan. 3.6 3.4 3.4 

instalment Credit Repaid* $ Billions Jan 3.4 3.2 3.1 

FEDERAL GOVERNMENT 

Budget Receipt $ Billions Feb. 6.2 4.8 6.2 

Budget Expenditures $ Billions Feb. 5.7 6.1 5.0 

Defense Expenditures__£— | $ Billions Feb. 3.5 3.7 3.1 

Surplus (Def) cum from 7/1_____| $ Billions Feb. (6.6) (7.0) (7.2) 








PRESENT POSITION AND OUTLOOK | 





the potential increase in Federal spend- 
ing is difficult; it is concentrated geo- 
graphically, and by industry. Perhaps 
more significant is the likelihood of 
some revival in demand for consumer 
durables; by late 1957, the consumer 
sector will have had two full years in 
which to digest the heavy burden of 
consumer debt incurred in 1955, and 
may be in condition for a more rapid 
debt expansion. 

These combined strength potentials are 
hardly enough basis for forecasting a 
revival of the postwar uptrend by late 
1957; at best they suggest a temporary 
neutralization of the expected decline in 
capital goods industries. For the last half, 
as well as the first half of 1957, the 
prognosis remains cautionary. 


* * * 


SAVING — In the complicated arithmetic 
of national accounting, as it is done by 
the Department of Commerce, saving 
and investment of the American economy 
are equal—they are, in fact, opposite 
sides of the same coin. But if “real” sav- 
ing is low, then it must be supplemented 
by “unreal” saving in the form of com- 
mercial bank credit. 

As of now, the American consumer is 
making “unreal” saving less necessary, 
by piling up “real” saving at a near- 
record rate. For the past several quar- 
ters, increases in his income have been 
flowing heavily into savings, not into 
retail markets. And he is repaying debt 
almost as fast as he is borrowing on new 
debt contracts. Result: rhe consumer is 
adding to his liquid position; at the 
same time he is directly providing 
funds for business expansion, and 
easing the squeeze on bank credit. 
This is tough on retailers (particularly 
auto dealers) but it’s healthy in the long 
run, and it is beginning to free bank 
funds for investment in mortgages. 


* * * 


FARMERS’ QUANDARY - the prices 
farmers receive for their ovlput are now 
modestly above what they were a year 
ago. But the cost of farm living has con- 
tinued to rise steadily, and the so-called 
“parity index” which is supposed to 
measure the exchange relationship of the 
farmer to the non-farm sector, is now 
about as bad as at any time since the 
early 1940's. In addition, farm output is 
no longer rising; increasing output per 
acre is being offset by the reduction in 
acreage accomplished by the soil bank 
and marketing quota systems. True, the 
farmer is now getting payments from the 
soil bank; but the basic agricultural 
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and Trends 
| QUARTERLY STATEMENT FOR THE NATIONAL ECONOMY PRESENT POSITION AN - OUTLOOK 
DOK | In Billions of Dollars—Seasonally Adjusted, at Annual Rates a... 
— 1956 1955 problem of making the ‘ui ner indepen- 
2end- SERIES Iv Wt iW IV dent and subsidy-free is still a far cry 
geo- Quarter Quarter Quarter Quarter from solution. 
rhaps * * * 
4 of CROSS NATIONAL PRODUCT___ 423.8 413.8 408.3 401.9 is 
Personal C P 270.9 266.8 263.7 259.5 FACTORY EMPLOYMENT — it’s now in 
en ss eat , tic Invest 7 73 — be a slow downdrift, in most industries. Total 
U r et Foreign Invest t. J . d . . . 
ay seaman ec sng 920 90.2 787 78.1 employment in manufacturing is about 
a Satecdl 48.3 472 461 47.2 where it was a year ago, but the number 
fio State & Local 33.7 33.0 32.6 30.9 of factory jobs is down, while the num- 
ead PERSONAL INCOME 333.2 327.0 322.9 3146 ber of supervisory, sales, research, etc., 
Tax & Nontax Payments 39.9 38.8 38.1 36.3 jobs is up. Outside of manufacturing, 
Disposable | 293.3 288.2 284.9 278.4 employment trends are still in an ascent; 
s are Consumption Expenditures ____ 270.9 266.8 263.7 259.5 in government, in trade, in service indus- 
~ 2 Personal Saving—d =A =e ma —_ tries, in transportation and in public 
lote ORPORATE PRE-TAX PROFITS* ___ 46.0(e) 41.2 42.9 46.4 utilities. Despite the sharp decline in 
brary Corporate Taxes. 23.2(e) 20.8 21.7 23.4 residential building, the number of con- 
half, eA Profit = ae a — struction workers is almost 200,000 above 
| ti Retained Earnings 10.9(e) 81 91 10.9 ~ Laged - Biggest single gainer - 

j | anya sauemenr ounays——| 373 __259 _45_315__| ment, with an increase of almost 

t ’ 

é THE WEEKLY TREND 300,000! 

7 * * * 

metic ; Week Latest Previous Year ’ : 
e by Unit Ending Week Week hap WHERE’S THE PROFITS SQUEEZE? First- 
ving | I se quarter corporate profits, now begin- 
1omy AWS Business Activity Index*____ | 1935-’9-100 Mar. 23 | 292.7 292.2 286.9 ning to emerge, should show a wide 
osite MWS Index—per capita*- . | 1935-’9-100 Mar. 23 | 224.5 224.0 223.2 scattering of results. In a large number 
one. steel Production _________ | % of Capacity Mar.30 | 92.0 93.5 99.6 of industries producing consumer fin- 
ata : Auto and Truck Production _ | Thousands Mar. 30 165 173 168 ished goods the squeeze is already here 
‘ i aperboard Production- ____. | Thousand Tons Mar. 23 289 289 286 in earnest: rising costs of doing busi- 
com- umber Production _______ | Thous. Board Ft. Mar. 23 245 243 248 , | g il ) . 

{ Electric Power Output* — __. | 1947-'49-100 Mar. 23 225.8 223.5 215.1 REE wer ane nag oon Y passed a 
er is ; Freight Carloadings__ _ | Thousand Cars Mar. 23 686 689 697 into selling a (Witness radio-tele- 
sary, | © Engineering Constr. Awards__ | $ Millions Mar. 28 | 359 376 459 vision, appliances, autos.) In other in- 
near- | | Department Store Sales___ _ | 1947-'9-100 Mar. 23 113 107 112 dustries, such as steel, prices are firm 
quar- | | | Demand Deposits—c__________| $ Billions Mar. 20 55.7 56.9 56.5 enough, but volume is beginning to drift 
been | j Business Failures_________ | Number Mor.21 | 318 301 208 significantly lower. 

into } *_§ lly adjusted (a)—Private starts, at annual rates. (b)—F. W. Dodge, for 37 states. (c)—Weekly reporting member banks. (d)—Excess of disposable 
debt : income over personal Pp penditures. (e)—Estimated. (f)—Estimated by Council of Economic Advisors. (g)—337 non-financial centers. Other 
new Sources: Federal Reserve Bd., Commerce Dept., Securities & Exch. Comm., Budget Bureau. (na)—Not available. (r)—Revised. (1)—First Quarter. 
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ding 1957 1957 
and | __ | No.of 1956-'57 Range 1957 1957 (Nov. 14, 1936 Cl.—100) High low § Mar.22 Mar. 29 
edit. | | | !sswes (1925 Cl.—100) High Low Mar. 22 Mar. 29 100 High Priced Stocks ... . 244.6 209.2 219.4 219.8 
larly > | 300 Combined Average 352.4 315.9 328.1 328.0 100 Low Priced Stocks ww. 415.8 378.9 392.3 390.4 
long ‘ 4 Agricultural Implements ....... 327.1 242.1 271.5 271.5 4 Gold Mining .........0.00.0000..... 882.7 637.9 660.2 647.0 
a TE 3 Air Cond. (53 Cl.—100) 120.5 98.8 115.9 120.5H 4 Investment Trusts ................. 173.1 150.8 171.5 171.5 

: 9 Aircraft (‘27 Cl.—100) ......... 1423.5 1064.6 1224.2 1210.0 3 Liquor (‘27 Cl. satan -». 1076.2 954.4 1034.8 1014.9 

7 Airlines (‘27 Cl.—100) we «1117.4 782.0 822.1 782.01 9 Machinery .. Se 370.4 482.3 482.3 

4 Aluminum (‘53 Cl.—100) 566.7 337.1 401.2 392.7 | iba iamensaanennin 217.3 162.6 162.6 166.1 
: 6 Amusements. ...................-..+ 172.3 144.1 154.8 154.8 4 Meat Packing ......... - 170.7 127.7 131.4 130.0 
ices | & 9 Automobile Accessories ....... 373.7 334.5 363.0 359.5 5 Metal Fabr. (‘53 Cl. —100) . 213.2 175.4 183.1 185.0 
now | | 6 Automoblles ....................0000- 52.2 47.1 51.9 50.0 10 Metals, Miscellaneous uw 4649 383.1 396.6 396.6 
year ) | 4 Baking (‘26 Cl.—100) ........... 28.7 25.5 28.1 27.6 SE scontunduianianaia wees, 1312.3 956.2 966.5 956.21 
aan, LE 3 Business Machines ............... 1171.3 831.5 1017.9 1028.2 22 Petroleum .............. . . 872.3 6758 7826 782.6 

: Eee 652.3 556.5 580.4 580.4 21 Public Utilities .................... 264.0 246.4 253.8 253.8 
alled t Be EE acvcncisssveconsnsasenians 25.1 19.2 23.7 23.9 7 Railroad Equipment ......... 95.1 82.7 84.4 86.1 
i to 4 Communications .. 114.3 93.4 98.4 96.5 20 Railroads ............. aici 82.0 65.7 65.7 65.7 
fthe | | 9 Construction ........ 140.0 112.3 121.8 123.1 LL. 544.8 423.1 467.0 462.7 
now j F CeOTIRBIB  oeccccccccccescocesesceseces 853.7 731.7 754.6 747.1 12 Steel & Iron ........ sition 393.0 283.8 330.1 338.0 
. the : 7 Copper Mining .................--+ 361.3 258.9 277.2 274.1 4. anni 107.4 60.1 100.7 100.7 
\ 7 2 Dairy Products ....... an 122.3 103.8 109.1 108.1 2 Sulphur seiduesiebnintinneieatidicmmmaiineina 950.2 758.4 899.4 891.0 
ut Is 6 Department Stores 93.7 80.1 84.2 85.1 11 Television ('27 Cl.—100) ian 44.5 31.6 32.3 32.6 

per 5 DrugsEth. (‘53 Cl.—100) ...... 200.8 165.0 198.9 200.8H i... |e 184.4 124.7 128.9 128.9 
yn in 6 Elec. Eqp. (‘53 Cl.—100) ...... 228.6 178.9 215.0 217.2 3 Tires & Rubber ............ a 201.0 164.0 167.8 167.8 
bank 2 Finance Companies 613.7 525.5 568.4 563.0 0 96.7 85.3 87.0 88.7 
6 Food Brands ............. ae |} 264.0 269.4 266.7 LO ] EEE 298.8 258.2 265.9 260.8 
, the 2 Food StOFO6 cccneeevnceseeeneeee 176.9 153.8 160.5 162.2 15 Unclossif’d (’49 Cl—100) 164.2 1448 1568 159.8 
1 the ————— H—New High for 1956-1957. L—New Low for 1956-1957. i pie : 
tural 
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Trend of Commodities 





SPOT MARKETS — Sensitive commodity prices in general, re- 
sumed their reactionary tendencies in the two weeks ending 
March 28. Raw industrial materials, which reflect business de- 
mand, were especially weak, giving up 1.0% during the period, 
according to the Bureau of Labor Statistics’ index of this cate- 
gory. Textiles and metals also were lower, but foodstuffs bene- 
fited from seasonal strength, adding 0.5%. 

With output of raw materials still at high levels and many 
businessmen intent on cutting inventories, prices of freely 
traded commodities are bound to feel the pressure. On the 
other hand, ‘administered’ prices are firm. Many steel indus- 
try observers are predicting a price boost for the metal to com- 
pensate for wage boosts that take effect in June. Such an in- 
crease may be difficult however in the face of declining demand. 


FUTURES MARKETS—Futures markets followed divergent courses 
in the two weeks ending March 28. Grains generally were lower, 
but cotton, copper, hides and wool tops managed a modest im- 
provement. The Dow-Jones Commodity Futures Index advaneed 
a trifling 0.32 points during the period but was still close to 
the year’s low. 

Wheat futures were features on the downside during the 
fortnight under review, with the May option losing six cents 
to close at 2227,. Heavy snowfalls over wide areas are believed 
to have provided enough moisture to break the drought that has 
plagued the Southwest and Great Plains areas. New crop op- 
tions fell below loan levels for next vear’s harvest. which are 
equivalent to $2.25 in Chicago. These deliveries should meet 
increasing support at levels under the loan equivalent. 
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BLS PRICE INDEXES Latest 2Wks. 1 Yr. Dec. 6 
1947-49—100 Date Date Ago Ago 1941 

All Commodities Mar. 26 117.0 116.9 112.8 60.2 
Farm Products Mar. 26 £9.1 28.9 866 51.0 
Non-Farm Products Mar. 26 125.3 125.3 121.0 67.0 
22 Basic Commodities Mar. 28 88.6 89.0 90.3 53.0 
9 Foods Mar. 28 813 29.9 78.7 46.5 

13 Raw Ind‘! Materials Mar. 28 93.9 94.8 99.2 58.3 

5 Metals Mar. 22 110.2 1106 128.9 54.6 

4 Textiles Mar. 28 82.8 83.3 60.1 56.3 








MWS SPOT PRICE INDEX 


14 RAW MATERIALS 
1923-1925 AVERAGE—100 


AUG. 26, 1939—63.0 Dec. 6, 1941—85.0 





1957 1956 1953 1951 1945 1941 
High of Year 166.3 169.8 162.2 215.4 98.9 85.7 
low of Year } 162.1 163.1 147.9 176.4 96.7 74.3 
“lose of Year 165.5 152.1 1808 98.5 83.5 





DOW-JONES FUTURES INDEX 
12 COMMODITIES 
AVERAGE 1924-1926—100 
1957-1856 = -1953.s«s1951 «1945-1941 
High of Year 163.4 166.7 1665 2145 106.4 84.6 


low of Year 154.7 149.8 153.8 174.8 93.9 55.5 
Close of Year 162.7 166.8 189.4 105.9 84.1 











BLS INDEX 22 BASIC COMMODITIES 
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The Ohio Oil Company 


ANNUAL 
REPORT 








A company of people...a record of progress 


Our greater effort in 1956 brought stepped-up exploration 
at home and abroad . . . new records in production, trans- 
portation, and refined product sales ... and continued 
sharing of this progress with employees, shareholders, cus- 
tomers and the public. 


FINANCIAL 1956 1955 
Pe s6 = « & «so 4 $41,216,000 $41,255,000 
Net Income perShare . . . . — $3.14 $3.14 
Dividends per Shore . . .... . $1.60 $1.55 
Capital Expenditures . . . ... . $52,440,000 $39,049,000 
Exploration Expense . ..... » $24,544,000 $21,982,000 
OPERATING 
Net Crude Oil and Natural Gas Liquids 

Produced — Barrels per Day . . . .« 108,355 105,111 
Natural Gas Produced and Sold 

— Thousand Cubic Feet per Day. . . 282,284 255,513 
Crude Oil Transported 

—Million Barrel-Miles . . . . « - 25,837 23,150 
Refined Products Transported 

Million Baorrel-Miles . . . . . 1,485 1,225 

Crude Oil Refined — Barrels per Day . . 42,421 42,421 
Refined Products Sold — Barrels per Day . 41,112 40,817 


For a copy of our complete 1956 Annual Report, write the Secretary, 


THE OHIO OIL COMPANY 


Findlay, Ohio 


Producers e Transporters « Refiners « Marketers of Marathon Petroleum Products 

















The Personal Service Department of THE MAGAZINE OF WALL STREET 
will answer by mail or telegram, a reasonable number of inquiries on 
any listed securities in which you may be interested or on the standing 
and reliability of your broker. The service in conjunction with your 
subscription should represent thousands of dollars in value to you. It 
is subject to the following conditions: 

1. Give all necessary facts, but brief. 

2. Confine your requests to three listed securities at reasonable 


intervals. 


3. No inquiry will be answered which does not enclose stamped, self- 


addressed envelope. 


4. No inquiry will be answered which is mailed in our postpaid reply 


envelope. 


S. Special rates upon request for those requiring additional service. 





Minneapolis-Honeywell 
Regulator Co. 


“You have indicated in your magazine 


that Minneapolis-Honeywell Regulator 


Co. is a growth company. Will you please 
supply recent operating data and also 
indicate the principal nature of the com- 
pany’s business.” 


M. E., Tulsa, Okla. 


Minneapolis-Honeywell Regula- 
tor Co. is the leading manufac- 
turer of automatic controls. It is 
active in all fields where auto- 
matic controls can be effectively 
employed. 

The company’s aeronautical 
and ordnance businesses ended 
the year with the largest backlogs 
in their history. 

The largest uses of automatic 
control equipment are in those 
fields that offer good growth op- 
portunities. Included in these 
fields are atomic energy, the aero- 
nautical industry, air-condition- 
ing and such processing industries 
as petroleum, steel and chemicals. 

Sales of the company increased 
18% in 1956 to a record total of 
$287,944,462. Profit after taxes of 
$22,463,657 also were at an all- 
time high. The 1956 earnings 
were equal to $3.40 a share on 
6,613,519 shares of common stock 
outstanding. This compares with 
1955 net income of $19,278,648 
or $2.98 a share on 6,355,606 
shares outstanding. The 1956 
sales volume, which compared to 
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$244,842,068 in the previous year, 
reflected gains in all of the com- 
pany’s major markets, both civi- 
lian and military. 

Minneapolis - Honeywell’s capi- 
tal expenditures last year in- 
creased to $15,396,100 as against 
$13,051,700 in 1955. The 1956 
program involved new construc- 
tion, additions, and purchases and 
was aimed at the twin objectives 
of providing additional produc- 
tion facilities and increasing effi- 
ciency. Construction of new plants 
was started in Philadelphia, Min- 
neapolis, Wabash, Indiana, St. 
Petersburg, Florida and Toronto. 
Substantial facilities were pur- 
chased in Boston to provide for 
production of semi-conductors. 

The company’s foreign sales 
and manufacturing operations ex- 
panded to record levels. As in 
1955, foreign subsidiary sales 
and profits were consolidated in 
the company’s accounts. The Ca- 
nadian subsidiary also has been 
consolidated, Effect of the consol- 
idation in 1956 was to increase 
the company’s total sales by 
$9,487,113 and net income by 
$1,257,506. This was a good in- 
crease over the preceding year. 

Net working capital at the 
year-end was $111,385,862 com- 
pared to $86,086,490 in 1955. 

Dividends including extras 
totaled $1.75 per share in 1956 
and 40¢ was paid in the first 
quarter of the current year. Pros- 


THE 


pects for 1957 continue favorable. 


U. S. Industries, Inc. 
“Please indicate the principal lines 
of business that U.S. Industries is in 
and, also, please give recent earnings 


and dividend payments.” 
Ss. W., Tope ka, Kan ; 


U.S. Industries was formerly 
the fifth largest freight car build- 
er and through a program of 
diversification in recent years, 
now produces oil well equipment, 





pipes for oil, gas and water trans- 
mission, mechanical and hydrau- | 
lic pressers, machine tools, air- 
craft parts, milk and waste cans, 
electrical fittings, steel tanks and 
defense products. It also own 
two trading agencies in Manil: 
and San Juan. 

Net income for 1956 rose t 
$4,413,816 from $3,306,221 ir 
1955. Earnings per share were 
$1.98 based on an average num 
ber of shares outstanding com 
pared with $2.13 per share in 1955 
when fewer shares were outstand- 
ing. At the end of 1956, 2,302,512 
common shares were outstanding, 
against 1,802,981 at the end of 
1955. 

Last year was a “year of test- 
ing” of the diversification pro- 
gram which the company has 
pursued since 1949. Eight years 
is regarded as a short time, con- 
sidering the many problems of 
assimilation accompanying a di- 
versification program. 

In 1949, when the diversifica- 
tion program began, the equity 
per share of common stock then 
outstanding was then $9.97 and 


working capital per common 
share outstanding was _ $7.20. 
These figures compare with 


$15.56 and $12.97, respectively, 
at the end of 1956. Last year the 
company spent $6.4 million to ex- 
pand and upgrade its operating 
plant facilities. This program of 
expansion and modernization is 
in effect in every division and will 
continue through the end of 1957. 

—END 
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Rick Bruhn specializes in preventive “medicine.” 

Rick is the Mobil marine engineer in Hong 
Kong. His counterparts work in every major 
Free World port—more than 400. 

As you trust the skill, training and experience 
of your doctor, so do the men who know marine 
machinery trust the Rick Bruhns to diagnose 
their ships’ needs and prescribe the right fuels 
and lubricants. 

Mobil know-how created the first and most 
comprehensive service of this kind. It helps as- 
sure that goods you send or receive move w ithout 


SOCONY MOBIL OIL COMPANY, INC. 


DOCTOR OF SHIPS 


Leader in lubrication for 91 years 





delay—that as a passenger you arrive and depart 
on schedule—that every voyage is a Bo.1 Voyage 

This master’s touch in oil services tiie world’s 
mightiest warship, the w orld’s fastest boat, every 
flagship of every leading ship line, two-fifths of 
all the world’s freighters. It was the choice for 
the maiden voyage of the first atomic-powered 
submarine. 

+ ¥ 

For more information about these doctors of 
ships, write to Room 2400, Socony Mobil Oil Co., 
Inc.. 150 East 42nd Street. New York 17, N. Y. 


































































Coming Massive Economic 
impact of Great Lakes- 
St. Lawrence Seaway 





(Continued from page 75) 


Ohio to Liverpool, England. They 
say the all-water charge may be 
as much as 10 cents per hundred 
pounds less than present rail and 
water cost. Multivly 10 cents by 
a few hundred thousand to grasp 
the significance of this differen- 
tial. Other striking savings in 
freight costs are illustrated in 
Figure III. 


Impacts on 
Eastern Seaboard Cities 


Will the gains of the people of 
the Upper Mississippi Valley and 
the Great Lakes region be at the 
expense of the Atlantic seaboard? 
Will trade be diverted from At- 
lantic ports or is it conceivable 
that the seaway may generate 
new business without seriously 
affecting the latter ports? A num- 
ber of estimates as to just what 
may happen have been made. Their 
range is wide and some seem fan- 
tastic. Perhaps as reasonable as 
any is that offered by the research 
division of the Cleveland Electric 
Illuminating Company. 

Without attempting to repro- 
duce the method whereby esti- 
mates have been determined, the 
evidence seems to justify the 
assumption that approximately 
4,547,000 tons of manufactured 
goods intended for export, exclu- 
sive of those scheduled for Cana- 
da, might be diverted from ship- 
ment via Atlantic and Gulf ports. 
This figure stands in contrast 
with something less than 300,000 
tons of freight actually exported 
now via the Great Lakes. As for 
imports, the same investigation 
predicts divertible waterborne 
freight of about 8,430,000 tons ex- 
clusive of grains and iron ore. 

The data for both exports and 
imports are based upon a naviga- 
tion season of seven months. The 
figures can be larger if the needs 
of buyers located abroad and con- 
sumers in this country, are anti- 
cipated for a part of or for the 
entire winter. Such stockpiling is 
practicable, as is demonstrated 
every year in domestic Great 
Lakes trade. 

The divertible export and im- 
port figures, taken alone look 
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rather formidable. If, however, 
they be compared with the total 
tonnage handled in eastern ports, 
the percentage is not frightening. 
In 1954 exports through the ports 
from Boston to Norfolk totaled 
about 23,000,000 tons and imports 
reached a level of about 80,000,- 
000 tons. The latter figure in- 
cludes substantial amounts of iron 
ore and coal, more especially iron 
ore. If to these figures we add 
those for New Orleans, which 
handles important traffic associ- 
ated with Upper Mississippi 
Valley centers, exports reach a 
level of 30,000,000 tons and im- 
ports 84,000,000 tons. On this 
basis, divertible exports would 
amount to about 15 per cent and 
imports 10 per cent. In neither 
case is there cause for alarm. By 
the time these ratios can be theo- 
retically attained, the business of 
the ports will have increased for 
good reason. 

We have seen that only a frac- 
tion of the trade of the interior 
is likely to be divertible. This di- 
version is based largely upon the 
assumption that the Great Lakes 
improvement will cause a notable 
expansion in total business 
throughout their tributary terri- 
tory. Just as only a fraction of the 
freight now moves via the Great 
Lakes, so it is that a considerable 
part of the new freight will find an 
outlet through eastern ports, as 
will incoming freight find entry 
through the same ports. In con- 
sequence, the seaboard actually 
may look forward to a share of 
the benefits yielded by the St. 
Lawrence Seaway Improvement. 
The bottleneck character of the 
east will be relieved, contributing 
to greater efficiency in freight 
handling without incurring dam- 
age to the population. 

The business world certainly 
has learned by now that compe- 
tition is the life of trade. As indi- 
viduals, we sometimes look with 
reluctance upon innovations that 
require us to work harder in 
order to survive. But we should 
hardly wish to see this situation 
disappear. Suppose, for example, 
when the automobile made its ap- 
pearance and threatened the ex- 
tinction of the buggy industry, 
the latter producers had succeed- 
ed in preventing the new device 
from developing, what would our 
status be today? Suppose the 
railroads which have not been too 
friendly toward the motor truck 
had succeeded in keeping it from 
coming into its own, what kind of 
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transportation efficiency would we 
have now? Interestingly enough 
we are entering an actual coal- 
escence of motor truck and rail- 
road in the current “piggy back” 
operations of the railroads. Mr. 
Roy Fruehauf said recently in a 
talk in Cleveland, “The rail and 
box car is on its way to the Smith- 
sonian Institute .. .” And refer- 
ring to a comparable marriage cf 
the motor truck and the steam- 
ship, Mr. Fruehauf noted, “Wit 
the coming of the St. Lawrence 
Seaway, ‘fishyback’ is going to be 
one of the dominant features of 
the Great Lakes.” 

If freight rate reductions whic) 
we have cited as probable, actu- 
ally come into force, still anothe~ 
economic benefit may be yielde: 
by the waterway improvement. 
Costs of business operations in 
the areas tributary to the Grea 
Lakes, in many instances, are low 
er than along the Atlantic sea 
board. Land is often cheaper 
labor costs lower, due to lowe) 
food costs and home rentals; anc 
raw materials less costly becaus¢ 
of nearness to them and conse 
quent lower freight charges. 

All these conditions favor the 
development of more industry anc 
hence investment opportunities 
More industrial activity means 
more jobs and, in turn, increased 
settlement. Real estate values 
should rise and many businesses 
should develop. The spiral is cer- 
tain to grow rapidly. Even new 
cities may come into being, and 
all of this activity should contri- 
bute more freight to the railroads. 
How much, cannot reliably be 
estimated now; but there can be 
no doubt concerning a _ sizeable 
increase in the volume of freight 
for all carriers. 

As for population growth, the 
Director of the Division of Re- 
search and Statistics of the Ohio 
Bureau of Unemployment Com- 
pensation in Columbus, Ohio, 
Dr. William Papier, has estimated 
an increase in Ohio’s population 
by 1965 of about 25 per cent. The 
percentage increase may not be 
so high in each of the other five 
states of the region. But if it is 
anywhere near this figure, the 
total will be impressive to say the 
least. In closing, we would reiter- 
ate the outlook, then, is bright 
indeed, and those persons and 
communities alert to the poten- 
tialities ahead will reap the major 
returns. END 
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whieh El Paso sets new records in serving western markets 
, actu- 
nothe* 
rielde: 
2ment 
ns in “a In 1956, the nine Western preliminary agreements, E] Paso will have 
Grea = —~~'and Southwestern states a delivery capacity somewhat in excess 
‘e low = ‘ 
. on | now served by El] Paso of three billion cubic feet of gas per day. 

y f € € =r . 

— i Natural Gas Company and ¢ Obtained access—through acquisition 
begmne its subsidiary companies (completed in early 1957) of Pacific North- 
> >s . «€ > . » . (vA ~~ . . . 
Cause reached record levels of west Pipeline Corporation — to the proven 
conse- | prosperity. Population increased by almost and potential sources of natural gas that 
3. one million persons. Per capita income was can be economically delivered to markets 
. = at an all-time high. New businesses and in- served by the entire system. 
Ae dustries sprang into existence. , , acs , 
nities ; I g ; stence e Consolidated its position in oil production, 
neans This brought soaring demands for energy nye ee 

. ae refining and marketing, and established 
‘eased —and foreshadowed far greater require- “Paes 
ralues P . bases for participation in petrochemical 
5 ments in the future. . 
1esses production. 

3 cer- In 1956, El Paso Natural Gas Company 
” ‘ ——-HIGHLIGHTS 

new set new records in meeting Western needs. 

» and More important, it took positive steps to en- _— = 
ontri- ‘ P ° . Operating Revenues $221,515,546 $179,451,092 
oads able it to serve this growing market in the made 

ae et income 
vy be future. (After Income Taxes) . $ 26,736,242" $ 19,031,211" 
— Looking to the future, E] Paso— Preferred Dividends... $ 4,039,940 $ 3,858,271 
eable : 7 

° tye — ee vo — Balance for Common 
eight ¢ Constructed and placed in service approxi- —_—. $ 22,696,302 $ 15,172,940 

mately two-thirds of an additional system Number of Common Stock 
, the capacity of 450 million cubic feet per day, Shares Outstanding 10,770,170 9,935,720 
4 » * . 

Re- authorized by the Federal Power Commis- Earnings per Common , ee 
Ohio : ‘ ae Stock Share . . ..§ 2.11 $ 1.53 
Com- sion in late 1955. "After provision for possible rate refund 
see ¢ Contracted to deliver an additional 435 ie ia itt niall eaa hat 
latec “1: . 

; million cubic feet of natural gas per day : 
ation . & I 3 ~ For copies of El Paso’s 1956.Annual Report to 
~The to Western customers. Upon completion of Stockholders, write El Paso Natural Gas Company, 
it be expansion programs required under these El Paso, Texas 
' five 
it is . © , 

the * The Western market served by El Paso Natural Gas Company and its subsidiaries includes 
y the California, West Texas, Arizona, Idaho, Nevada, New Mexico, Oregon, Utah and Washington. 

‘iter- 
right 

and " 
yten- ; 

— EL PASO NATURAL GAS:ijiiCOM PANY 
END | | 
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In addition to outside purchases, C&O builds many of — In Railroad YMCA at Russell, Ky., Shareowner Price (right) talks with ty/o 

its freight cars. Here Shop Superintendent J. G. Ray- | employee-shareowners, Freight Conductor Arnold M. Smith (left) and 

burn shows Mrs. Loutsch the final stenciling step. Transportation Clerk Bert W. Harris. Many C&O men and women partivi- 
pate in employee stock purchase plan. 
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Shareowner Loutsch, near Flint, Mich., looks over new tracks At Newport News, Va., C&O’s Atlantic port, Mr. Price inspects § 
to serve gigantic auto body plant. 98 new industries located on — the new coal export pier, just completed. Almost half of overseas 9 


C&O in 1956, over 1,000 in the last ten years. export coal is handled here. He also saw the new $8 million pict 
designed to unload 60 tons of import ore per minute. 


sie a 
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At The Greenbrier, Chesapeake and Ohio’s In the Cleveland headquarters they At the end of their trip they talk over their 


magnificent resort hotel in West Virginia, see the new electronic computer observations with Chesapeake & Ohio Board 
Mrs. Price (center) joins her husband and ~~ which, among other things, makes Chairman Cyrus Eaton (second from left) and 
Mrs. Loutsch. out theirs and 90,000 other quar- President Walter Tuohy. 


terly dividend checks in half a day. 





























SIE AILROAD GROW? One of a serves telling what Chesapeake and Ohio 


ws doing to make this a bigger, better railroad. 








Two Chessie shareowners 


see for themselves 


wo typical Chesapeake and Ohio shareowners, unknown to C&O management except 


ough letters expressing interest in “their” railroad’s affairs, recently were invited to tour 





1e 5,100 mile system and make a report to Chessie’s 90,000 shareowners. Here are a few high- 


with tof | ghts of their trips: 
left) and 


n partici- 








inspects 





overseas § 
lion pict M : : a “e sa - — : 
rs. Genevieve Loutsch, a Chicago office manager C. Grattan Price, Jr. of Harrisonburg, Va., an insurance agent 
; and owner of 50 shares, hears about electronic rail- and owner of 100 shares, rides in locomotive cab of fast mer- 
. roading from John Charters, Trainmaster at Grand chandise freight train with Engineer Ott Foster. Shareowner 
Rapids. She says: “As a shareowner, I am confident Price writes: “My trip has been an eye-opener. I have seen a 
my investment is secure in the hands of these forward- magnificent property, superbly maintained, and efficiently 
looking specialists who manage the Chesapeake and operated. I am absolutely convinced that “Chessie’s’ brightest 
Ohio Railway”. years lie ahead”. 





A 24 page pictorial report of where these two shareholders 
went and what they saw has been mailed to all share- 
holders along with the annual report for 1956 — again 
Chessie’s Best Year. If you would like a copy of both, write to: 





Chesapeake and Ohio 
Railway 





er their 


Keone 3807 TERMINAL TOWER, CLEVELAND 1, OHIO 
y and 

















Southeast Asia‘’s Struggles 
for Economic and Political 
Stability 





(Continued from page 81) 


was provided largely in the form 


of consumer goods and has 
enabled the Vietnamese to live 
above their means for the time 
being. 


Vietnam is now entering a dif- 
ficult period of economic rehabili- 
tation, during which the country 
will have to learn to rely on its 
own resources rather than on 
American aid, which in the last 
few years paid for about 30 per 
cent of all imports. One of the 
first tasks must be the restoration 
and the expansion of rice and 
rubber production, the two lead- 
ing export products. In view of 
the current market conditions, 
Vietnam may encounter some dif- 
ficulties in re-establishing itself as 
a rice and rubber exporter. The 
country also needs foreign private 
capital to help with the establish- 
ment of industries that would 
process local products and that 
would, at the same time, help to 
reduce unemployment caused by 
the influx of refugees from the 
North. 

As will be noted from the ac- 
companying tables, U.S. exports 
to Vietnam nearly doubled in 
1956, most of the gains being 
made at the expense of French 
products. Prospects for exports 
remain good as long as American 
import financing, now operating 
at an annual budget of about $200 
million is continued. 


Malaya and Singapore Debate 
Their Political Future 


The British Protectorate of 
Malaya and the Crown Colony of 
Singapore, though independently 
administered, have probably been 
economically the most successful 
and advanced areas in Southeast 
Asia, the Philippines excepted. 
Malaya is about to receive sov- 
ereign Dominion status next Aug- 
ust, and the problem is what to 
do with Singapore. 

The Malays, led by Chief Minis- 
ter Tenghu Abdul Rahman, do not 
want Singapore. They want to be 
a Moslem State with Malay as the 
official nation: ! language, with 
one of the Malay Princes at the 
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head of the realm. But they have 
only a slender majority. The other 
half of the population consists of 
the Hindus and the Chinese. The 
latter in particular, being clever 
and aggressive, have been in con- 
trol of local trade and are running 
many tin mines and rubber plan- 
tations. The incorporation of 
Singapore, with its population of 
almost one million Chinese who 
have been deeply infected with 
Communism, would give the ma- 
jority to the Chinese. Moreover 
with non-Malays in power, the 
new State would probably before 
long display strong socialist and 
neutralist tendencies. 

This is important because if 
Malaya is to remain prosperous, 
it will require considerable pri- 
vate capital investments in devel- 
oping new resources, especially 
those of iron ore, bauxite, and 
coal, Natural rubber industry, if 
it is to survive, will also need 
modernization capital. The new 
rubber trees that are being set out 
are said to yield two to three 
times as much as the old stock. 
Large-scale industrial develop- 
ment is planned for the future 
with the help of some 364 million 
in sterling balances, held for Ma- 
laya in London. However, in view 
of present balance of payments 
difficulties, the British are hesi- 
tant to give a £100 million devel- 
opment loan which the Malayans 
would like to have. 


Hong Kong As a 
Manufacturing Center 


At any rate the creation of in- 
dependent Malaya without Singa- 
pore may settle many old prob- 
lems, but will certainly create 
many new ones. Singapore, whose 
importance as “entrepot”—a re- 
shipping, warehousing center—has 
been declining, may turn to be- 
coming a manufacturing center, 
much like Hong Kong. Capital 
that fled Red China plus a seem- 
ingly inexhaustible supply of ref- 
ugee labor have created unbeat- 
able conditions that enables textile 
mills and other industries to keep 
costs steady and competitive. 

Hong Kong has been called a 
capitalist oasis on the rim of 
China’s Red Desert. Home of 
about 2.5 million people, of which 
nearly 750,000 are refugees, it 
has become a booming, prosperous 
metropolis, whose textile products 
can undersell those of Japan in 
almost any market. No less than 
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488 new factories were registered 
in 1956, compared with 372 in 
1955. More recently trans-ship- 
ment trade has been booming, 
largely because of expanding 
trade with China. 


Steady Progress in Thailand 


Thailand has been least affected 
by political and economic tensions 
that made for instability in the 
neighbouring countries of South- 
east Asia and that also kept out 
foreign capital. Moreover, there 
is no population pressure on land, 
a usual cause of social unrest. 

A stepping-up of economic ac- 
tivities is in evidence everywher:. 
The Government, under the abe 
leadership of Marshal Pibul Sony:- 
gram, is using American econom ¢ 
aid and World Bank loans for tke 
opening-up of the country and fcr 
tapping new natural resources. 
Although much of the economic 
activity is government-directed 
and many industries government- 
owned, the Pibul regime has beea 
encouraging private enterprise 
and has been anxious to secure 
cooperation of foreign capita. 
Government-controlled rice trade 
has been returned to private 
hands with the result that the 





burdensome carry-over accumu- 
lated back in ’53 was disposed of. 
Trade regulations are being re- 


laxed, and although imports are | 


at record levels, the international 
payments position remains com- 
fortable. 
co * + 
This completes a brief survey 
of an area that less than 20 years 
ago was the mainstay of colonial 
powers in Europe. Although en- 
dowed with a teeming, hard work- 
ing population and splendid nat- 
ural resources, Southeast Asia has 
made probably less progress than 
other parts of the world since 
World War II. Excessive nation- 
alism, anti-westernism and what 
some people call “balkanization”— 
the splitting into smaller, econom- 
ically less viable units—may have 
been responsible for this. The sin- 
ister influence of Red China is 
also being felt more and more in 
the region. But as a whole, con- 
sidering its problems, the pres- 
sure of population and the lack of 
capital and tools, the new sover- 
eign Southeast Asia is not doing 
badly. It would be difficult to im- 
agine the making of a new world! 
without strains and stresses. 
—EN) 
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Low-cost Natural Gas: Serving Homes 
in 7 States...in 7 Different Ways 


Natural gas provides seven conveniences for ‘‘better 
living’’ in America’s Heartland; for cooking, water 
heating, clothes drying, refrigeration, home heating, 
air conditioning and incineration. 

Because natural gas does so much for so little— 
three million families served directly and indirectly 
by the Columbia Gas System are using more of it to- 
day than ever before. No other section of the country 
uses so much of this clean, efficient, economical 
fuel per family. 

Today, Columbia’s modern gas families in the 
Heartland states of Pennsylvania, Ohio, West Vir- 
ginia, Kentucky, Virginia, Maryland and New York 


—use twice as much gas as they did a decade ago. 
And they will require more and more natural gas as 
the years go by. 

For example, the number of Columbia’s house- 
heating customers has nearly tripled since World 
War II; and 95“; of all the new homes being built in 
the part of the Heartland served by Columbia Gas 
System will heat with natural gas. 

Columbia Gas System has grown over the years to 
meet its customers’ needs—and Columbia must con- 
tinue to grow to meet the still increasing energy 
requirements of the dynamic region it serves—with 
low cost natural gas! 


serving homes and industry in America’s Heartland 














| THE COLUMBIA GAS 


SYSTEM, INC. 


* 
COLUMBIA COLUMBIA GAS SYSTEM SERVICE CORPORATION 
gunen 120 East 41st Street, New York 17, N.Y. 
= CHARLESTON GROUP: United Fuel Gas Company, Amere Gas Utilities Company, Atlantic Seaboard Corporation, Central 
Kentucky Natural Gas Company, Virginia Gas Distribution Corporation, Kentucky Gas Transmission Corporation—COLUMBUS 
* GROUP: The Ohio Fuel Gas Company—PITTSBURGH GROUP: The Manufacturers Light and Heat Company, Columbia Gas o% 


New York, Inc., Cumberland and Allegheny Gas Company, Home Gas Company 
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result of the Suez shutdown. It 
can be expected, though, that im- 
ports will again loom iarge as an 
industry problem since major 
companies plan a return to the 
pre-Suez level of imports. Just 
how this difficulty will be solved, 
remains to be seen. But solved it 
will be since the Government has 
indicated a willingness to step in 
and work out the import contro- 
versy if the industry doesn’t. 

Another problem which comes 
to mind when the import situation 
is under discussion is that created 
by the growing skepticism 
towards foreign oil. The explosive 
Middle East crisis has caused 
many inadequately informed ob- 
servers to express a willingness 
to write off this entire area. Ac- 
tually, however, the events in the 
Middle East shuld further en- 
courage us to strengthen our ties 
with this key link to future world 
prosperity. Consider that the Mid- 
dle East has over 125 billion bar- 
rels of oil reserves as compared 
with only 30.4 billion in the 
United States and 14 billion bar- 
rels in South America (principal- 
ly Venezuela). Also of signficance 
is the fact that while our oil re- 
serves are increasing, the rate of 
growth is slowing down. In 1956, 
based on figures recently released, 
the total crude oil reserves in this 
country amounted to 30.4 billion 
barrels, a 1.5% increase (equal to 
422 million barrels) over the pre- 
vious year. It was the fourth con- 
secutive year that the size of the 
net additions to crude oil reserves 
has declined. This is not to imply 
that we are running out of oil 
since nothing could be further 
from the truth. (Offshore oil for 
example, which has made no real 
contribution to reserves as yet ac- 
cording to authorative estimates 
should add at least another 14 bil- 
lion barrels of recoverable oil.) It 
does demonstrate, however, that 
oil is becoming more difficult to 
find and that recourse to other 
supplies of oi] are necessary to 
the long term growth of the in- 
dustry. 

Although the Middle East tur- 
moil will take time to solve, even- 
tually it can be expected that the 
dust will settle and this oil will 
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once again flow freely throughout 
the free world. Without trying to 
outguess the political motivations 
of Mr. Nasser, enough comfort 
can be found in the fact that both 
Egypt (and its neighbor Syria) 
are both oil poor. The building of 
a pipeline to bypass Syria and 
lessen the dependence upon the 
Canal could prove of immense 
value. 


Inventories—the Biggest Problem 


The necessity for the industry 
to adjust supply to demand has 
become one of its biggest head- 
aches. One factor that has con- 
tributed largely to this problem 
has been the development of sea- 
sonal consumption patterns. Year 
by year, the increase in oil de- 
mand for the winter months ex- 
ceeds that of the summer months, 
amounting to more than 2.5 mil- 
lion b/d in 1956. With refiners not 
anxious to adjust their yields to 
reflect the increased demand for 
specific products, imbalances in 
supply result. Although this prob- 
lem could have been particularly 
acute this year because of an un- 
usually warm winter, increased 
exports to Western Europe al- 
lowed the industry to get off to a 
good start. As of March 16th 
crude oil stocks of 251.9 million 
barrels were 2.2% below a year 
ago and could definitely be con- 
sidered to be at minimum work- 
ing levels. Quite a different pic- 
ture is presented, however, in the 
case of the major product stocks. 
Gasoline, for example, is at record 
levels amounting to 205.6 million 
barrels, 9.6 million barrels over a 
year ago. Although gasoline in- 
ventories are not yet unmanage- 
able, restraint will be necessary 
in refinery runs if price cutting is 
to be avoided. Distillates are also 
accumulating at a rapid rate, up 
some 12.2 million barrels or 18.1% 
over a year ago. In fact, because 
of the rapid buildup in inven- 
tories, there has been some price 
shading, particularly in the Mid- 
west. Should this situation be- 
come aggravated, the price of 
crude oil could be threatened. 

The month of April will be a 
critical one in determining the 
stability of the present price 
structure of the industry. While 
there will be a natural reluctance 
on the part of refiners to cut back 
runs, the industry has had enough 
experience in this regard to insure 
some measure of moderation. In 
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fact, the evidence seems to show 
that the industry is aware of the 
necessity of developing more flex. 
ibility in relation to its output. 


The Government Looks 
at the Oil Industry 


For awhile, it appeared that 
government investigations were 
going to be another thorn in the 
industry’s side this year. How. 
ever, at long last petroleum ha; 
been able to do a creditable jo! 
in overcoming the “bad press” 
which has all to frequently beer 
its lot. Most of the criticism: 
against the industry have falle 
flat and there is a general slack- 
ening in Washington’s efforts t 
chastise the “big” oil compan es 


Natural Gas Legislation 


The petroleum industry stands 
to benefit from the passage o* 
natural gas bill and it looks as 
though such legislation might b: 
enacted in 1957. While Presiden: 
Eisenhower has indicated that he 
favors the passage of such a bill 
he has not specified what form hy 
thinks it should take. Some Con. 
gressional leaders feel that ‘he 
lack of definite terms by the 
White House will make it difficult 
to get a bill passed. On the other 
hand, there are enough propon- 
ents for enacting legislation to in- 
sure the introduction of some sor’ 
of bill this year. If gas legislatior 
is passed, producers are fair); 
well assured of obtaining a pric: 
for their gas based on marke’ 
value. Although this would be ai 
improvement over the presen‘ 
situation, it should be realized 
that the gas producers will no 
come into a windfall and will stil 
be regulated by the Federal Power 
Commission. 





Capital Expenditures— 
Another Industry Burden 


The gigantic sums spent for 
capital expenditures must be kep' 
in mind in any evaluation of the 
oil picture. Since 1946, the petro. 
leum industry has spent better 
than $40 billion for propertie 
and plants in the United States 
An additional $20 billion has gone 
into the development of foreigi 
facilities. Capital expenditures ir 
the current year are expected ti 
approximate $6 billion, an in 
crease of 8% over the outlay: 

(Please turn to page 114) 
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made in 1956. Of course, the big- 
gest share of the industry’s ex- 
penditures continue to be made 
for developing crude oil reserves. 
This year domestic producers 
plan to spend approximately $4.2 
billion on drilling. Since a number 
of exploratory projects are long- 
terms, the industry is faced with 
the problem of having their in- 
come deferred on large capital in- 
vestments. Offshore, for example, 
about $1.6 billion has been spent 
on lease acquisitions, and exp!ora- 
tory work. Yet production in- 
come has been less than $250 mil- 
lion. Furthermore, the industry is 
plagued with rising costs. So 
much so, that Mr. L. F. McCol- 
lum, President of Continental Oil 
recently stated that it is reason- 
able to expect that crude oil prices 
will increase again. Exploration 
costs outside of the United States 
are also on the rise. The competi- 
tion among American and foreign 
firms to obtain more oil reserves 
is rapidly forcing up the prices 
for choice foreign concessions. In 
Venezuela, for example, huge sums 
are being poured in, often by com- 
panies which are relative new- 
comers to expensive foreign oil 
exploration. 

The industry is also undergo- 
ing a wave of refinery expansion. 
To meet the need for higher oc- 
tanes in gasoline a large share of 
the more than $1 billion estimated 
to be spent on refining equipment 
this year, will be for units to up- 
grade gasoline. Countries outside 
of the United States are getting 
their share of investment for re- 
fining facilities and it is estimated 
that over 700 million barrels of 
annual capacity will be con- 
structed this year. Other phases 
of the industry are also being ex- 
panded rapidly. Companies ag- 
gressively seeking to broaden 
their marketing coverage are rap- 
idly spreading out. Standard Oil 
of California, for instance, is 
making sizable outlays to crack 
an almost impregnable East coast 
market. 

Interestingly enough, the huge 
sums now being spent are only a 
small portion of the total funds to 
be required over the coming years. 
Some idea of the magnitude of 
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these expenditures is shown in 
a study put out by the Chase Man- 
hattan Bank in which it was 
stated that in the period between 
1955 to 1965 a total of $115 bil- 
lion or nearly twice the annual 
budget of the United States will 
be expended by the oi] industry. 
Because of its increased expendi- 
tures,the industry has been forced 
to raise additional capital. For 
the most part this new capital has 
been obtained through the sale of 
convertible securities. This has 
had a somewhat adverse effect on 
many oil issues since common 
stock equities have been diluted 
(or ultimately will be) as a result 
of conversions. Companies that 
have been more consistent in rais- 
ing new capital by this method in- 
clude Phillips Petroleum, Union 
Oil of California, Standard Oil of 
Indiana and Sinclair. 


Profits in 1957 


The return of Mid-East oil and 
the ability to hold prices will be 
important factors in determining 
profits for the industry this year. 
While there are no assurances 
that all of the industry’s ills will 
be readily solved, past experience 
would tend to support an opti- 
mistic point of view. 

On an over-all basis it is anti- 
cipated that earnings will gain by 
about 10%. Naturally the per- 
formance of different groups of 
companies (such as the interna- 
tional, producing and integrated) 
will vary as will the showing of 
individual companies in these re- 
spective groups. Interestingly 
enough the most favorably situ- 
ated companies appear to be the 
international oils. The loss of sup- 
plies in the Mid-East were largely 
compensated for by increased pro- 
duction in this country and in 
Venezuela. In addition, with the 
price of crude up and the world- 
wide demand for oil expected to 
rise sharply, 1957 promises to be 
a good year for the group. Per- 
haps the best indication of this is 
shown in the recent statement of 
Mr. M. J. Rathbone, President of 
Standard Oil of New Jersey to the 
effect that Jersey would earn 
about $900 million this year, a 
12.5°° gain over $800 million in 
1956. It is felt that Royal Dutch 
Shell group companies should do 
as well, proportionately. 

The producing companies should 
also have a good year in 1957. 
Even if crude production were to 
remain stable, revenues would in- 
crease by 11° as a result of the 
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price increase in crude. (The tc 
gain in profit per barrel of oil p 
duced would approximate $0.1¢ 
The non-integrated compan 
are perhaps in the most vuln 
able position. Should the indust. 
be unable to maintain the price 
structure for products, the non. 
integrated oil companies are i} 

the awkward position of havi’ 
to pay a higher price for th | 
raw material (crude oil) yet. | 
unable to pass along this i. | 
creased cost to the consumer. Na+ 
turally, companies which i 
| 





100°. or more integrated (pro 
duction equals refinery runs) ar 
in a better position with a pri 
increase for crude even thous, 
there is no increase in refined 
product prices. This stems from 
the fact that their profits are 
switched from refining operation | 
(taxed 52‘: ) into producing oper | 
ations (taxed 39%, assuming! 
average depreciation allowance of 
25‘. ). A different situation exists 
in the case of companies which 
are purchasers of crude on bzel- 
ance. With no increase in prod- 
uct prices, a company has to have 
crude oil production approximat- 
ing 80% of its refinery runs to 
maintain its profits unchanged 
following a 30c increase in crude 
oil prices. A company which only 
produces half of its refinery re- 
quirements would have to realize 
an additional 13c per barrel of r«- 
fined products on a crude increase 
of 35c and 9.3c per barrel on an 
increase of 25c. At the lower end 
of the scale, a company whose 
production was only equal to 20‘ 
of refinery runs would need to ob- 
tain 26.2c and 18.7c on increases 
of 35c and 25c respectively. Obvi- 
ously, earnings of companies like 
Ohio Oil and Skelly will be fairly 
immune to any drop in product 
prices since their production ex- 
ceeds refinery runs by a comfort-| 
able margin. On the other hand, 
Cities Service, Sinclair and Stand- 
ard Oil of Ohio may be vulnerable 
since their production accounts | 
for 14 or less of their refinery re- 
quirements. 

Dividends should also increase 
this year as a result of the higher 
earnings anticipated for the in- 
dustry. However, for the most | 
part these increases will be mod- | 
est since capital requirements will | 
preclude any generous disburse- 
ments. Despite this the yield ob- 
tained on most good oil equities 
still compares favorably with 
other growth issues —END 
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Cyanamid Means... 


Better : Better 
Rubber _— Better __s Insecticides 
| Kertilizers - 











@ Among the other products which Cyanamid chemical research and application are 


helping to improve are Textiles . . . Plastics . . . Drugs and Pharmaceuticals... Paper... 
Leather... Petroleum... Food...Surface Coatings... Adhesives... Metals. . 


Explosives. For further information, call or write AMERICAN CYANAMID COMPANY, 
30 Rockefeller Plaza, New York 20, N. Y. 
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The 2 Dairy Giants — 
Borden’s and National Dairy 
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promoted through every possible 
mass medium. The result has been 
a happy one. But another, and not 
subordinate reason for success 
has been the geographic diversi- 
fication which each company has 
achieved. By so doing, they have 
at once mitigated the effects of 
adverse developments in any one 
section of the country, and have 
left themselves free to expand or 
contract their local distributing 
organizations as required by prob- 
lems indigenous to specific areas. 
Since each company is dominant 
in some areas, competitive in 
others, and of course, not repre- 
sented in many, the diversification 
allows local circumstances to be 
met without introducing the dis- 
tortions a centralized organiza- 
tion would have to suffer if it had 
to bend to each local special con- 
dition. 


Dissimilarities Between 
Borden and National Dairy 


Although National Dairy and 
the Borden Company are primar- 
ily dairy product producers and 
distributors, there are some sig- 
nificant differences which perhaps 
explain their ranking in the in- 
dustry. As demonstrated in the 
sales figures above, National is 
by far the larger of the two. Yet 
Borden’s is the nation’s largest 
supplier of fluid milk, a fact which 
does much to make understand- 
able National’s top ranking po- 
sition. It has placed proportion- 
ately greater emphasis, in the 
past, on the higher profit milk 
products. Borden’s derives over 
fifty-five percent of its revenues 
from the sale of fluid milk and 
another fifteen percent from the 
sale of ice cream. National Dairy 
provides no clues for a similar 
sales breakdown but the fact that 
its principal operating division is 
the Kraft Food Co. establishes 
the principal areas of sale em- 
phasis. 

Since 1945, however, Borden’s 
has embarked on an aggressive 
acquisition program which has 
paid off handsomely in product 
diversification, asset growth and 
profit potential. A pattern seems 
to be developing which in many 
ways is similar to one which ended 


116 


almost thirty years ago when 
Borden’s originally went on an 
acquisition binge to diversify its 
activities. 

From 1857 through 1928 Bor- 
den’s grew primarily as a result 
of internal expansion, and some 
product diversification. Actually, 
as the New York Condensed Milk 
Co. it began its product diversifi- 
cation in 1875 with the distribu- 
tion and sale of fluid milk. Over 
the years it added evaporated 
milk, malted milk and cheeses, 
but it was not until 1928 that a 
really dynamic expansion pro- 
gram took place. By 1929, after 
the acquisition of two major ice 
cream manufacturers, the Mer- 
rell-Soule Company, producers of 
whole milk powder and the Casein 
Company of America, as well as 


reached a respectable $39 million. 
Total sales of non-farm products 
in the same year were almost $100 
million, a figure large enough to 
indicate the direction in which 
management is pointing the com- 
pany’s future course. 

National Dairy’s initial growtl 
is the direct result of a rapid suc. 
cession of acquisitions made in the 
first decade of its history. Be- 
tween 1923 and 1931 dozens of 
companies were acquired includ- 
ing Sheffield Farms and the Sup- 
plee-Wills-Jones Milk Co. in 1925; 
the Breyers Ice Cream Co. in 
1926; Breakstone Bros. in 1928; 
Deerfoot Farms Co. a specialty 
meats company, in 1929; the im- 
portant Kraft Food Co. in 1930 
and in 1931, the Consolidated 
Products Co. of Ill., an animal and 
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Comparative Balance Sheet Statistics 


Borden National 
Company Dairy Products 
(12-31-56) (12-31-56) 

(Millions) 

$ 52.6 $ 92.1 

None None 

4,707 13,809 
$123.2 $161.2 
$142.0 $252.3 
$ 54.6 $ 51.6 
$ 62.1 $150.1 
$ 53.7 $ 65.9 
$170.5 $267.7 
$ 52.3 $ 96.4 
$118.2 $171.3 

3.2 2.7 
$138.9 $221.1 
$325.5 $512.2 

$ 46.86 $ 22.81 

56 38 
































a number of others, Borden’s 
changed its status to that of a 
holding company. In 1936, with 
the fever pitch of acquisition a 
thing of the past, four major 
subholding companies were dis- 
solved and most of the subsidi- 
aries were merged into the parent 
company which again became an 
operating company. 

In 1945, Borden’s total assets 
were $131 million and sales $459 
million. Eleven years and numet- 
ous acquisitions later, total assets 
had grown to $266 million and 
sales to $877 million. Most of the 
acquisitions have been milk and 
ice cream companies, but since 
1953 six chemical companies have 
been purchased with plants in the 
United States, Canada, and Brazil. 
Revenues from chemical opera- 
tions are still small as a percent- 
age of total sales but in 1956 they 


THE 


poultry feed producer. 

Almost twenty years elapsed 
before another major acquisition 
took place with the purchase of 
the Cloverland Dairy Products 
Co. in 1950. Since 1950 National 
has entered the vegetable oil field 
with the acquisition of Humko 
Co., absorbed numerous dairy 
companies, divested itself of its 
Deerfoot Farms subsidiary, and 
has entered the glass container 
business by purchasing a princi- 
pal supplier, the Metro Glass Co. 
for 230,000 shares of National’s 
stock. 

Like Borden’s twenty years ago, 
National changed over to oper- 
ating company status in 1956 
with most of its former subsidi- 
aries becoming divisions of the 
parent company. The corporate 
structure is now more simple, 

(Please turn to page 118) 
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Early. American Oil Man 


... petroleum in the form of advanced motor oils, 


The American Indian is credited with many firsts, 
to which should be added the discovery of oil in 
\merica. 

True, it was Colonel Edwin Drake, who, in 1859, 
brought in the first oil well. But long before, the 
American Indian had learned to skim oil off certain 
streams that flowed through Pennsylvania. 

To the Indians, oil was medicine . . . and although 
their precise medicinal use may not always have 
been appropriate, their idea was sound . . . for today 
oil is actually an ingredient in many drugs. 

But far overshadowing its use for drugs and by- 
products is the use of petroleum to power a growing 


America . . . petroleum in the form of natural gas 


preases, and gasole nes 

He 3 above all else . Citi § Service 1S proud to take 
its place as a leader the only oil company that 
now offers totally new grades of gasolene for every 
type of car. 

Literally fuels of the future, these new gasolenes 
are the crowning achievement of the finest men, 
methods, and multimillion dollar refining equipment 
More importantly, they are part of a continuing 
series of petroleum “firsts” now offered and yet to 
come from Cities Service . for as America grows, 
so grows Cities Service, for nearly half a century, a 


leader in oil progress. 


CITIES @ SERVICE 
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should be more efficient and should 
enjoy a more advantageous tax 
position. 


Expansion Plans to Keep Pace 
with Demand 


To augment the progress made 
in the last decade and to keep 


Listed 1929 Midwest Stock Exchange 


abreast of the ever increasing de- 
mand for food and other products, 
both companies have budgeted 
enormous funds for expansion. 
In the last ten years, Borden’s 
spent $160,000,000 and plans an- 
other $150,000,000 in the next 
five. National, which spent $170,- 
000,000 in the last five years will 
spend $240,000,000 in the same 
period to come. Most of the funds 
will probably come from internal 
sources, especially for the Borden 
Co., but National Dairy may have 
to go into the money or equity 
markets for some, although there 


formerly Chicago) 


1937 
1949 


New York Stock Exchange 


San Francisco Stock Exchange 


No Bonded Indebtedness 
Shares Outstanding 12/31/56 


Common Stock, 3,738,970 shares 


4% Cumulative Preferred Stock, 90,974 shares 


ABBOTT LABORATORIES 


Manufacturing Pharmaceutical Chemists since 1888 


Dividends paid 


An unbroken record of 


dividends 



















NORTH CHICAGO, ILLINOIS 


* 1956. .1.80 


1955 1.80 
1954. .1.85 
1953. .1.80 
1952. .1.95 


1951..1.95 @ 1951—rights to buy 

1950. .1.85 preferred 

1949. .1.80 @ 1949—2-for-1I stock 

1948. .3.25 split 

1947. .2.40 

1946. .2.88 @ 1946—2-for-1 stock 

1945. .2.20 split and rights 

1944. .2.20 @ 1944—rights 

1943. .2.00 

1942. .1.90 

1941. .2.15 

1940. .2.15 

1939. .2.05 @ 1939—5% stock divi 

1938. .1.70 dend and rights 

1937. .2.10 

1936. .2.07 @ 1936—3-for-1 stock 
split 

1935. .2.45 @ 1935—33'%% stock 

1934. .2.50 dividend 

1933. .2.00 

1932. .2.12 

1931 2.50 


1930. . 2.00 
1929. .2.42 


* On basis of total number 
of shares outstanding at 
the close of each year. 
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is presently no specific intention 
to do so. 

Capital expenditures made iy 
order to keep up with rising pop. 
ulation trends are essential for 
any growing company, but cogni- 
zance must also be taken of the 
steady and relentless inflationary 
spiral we have witnessed as pop. 
ulation has grown. Many factors 
have contributed to this spiral, 
but the two most dominant, labor 
costs and high taxes, are of such 
a permanent nature that a con- 
stant cost-price spiral] is an ever. 
present and inevitable pitfal 
which business enterprises must 
face. To meet the challenge, a iy 
successful enterprise must not 
only sell its products, but it must 
also demonstrate its ability to con- 
trol cost increases and to main- 
tain an adequate supply of cash 
to meet short term commitments, 
and preferably many of its lorg 
term obligations. 

Both companies have demo)- 
strated better than averge suc- 
cess in dealing with these pro)b- 
lems. Each is constantly re-eval- 
uating its production processes 
and finding cheaper and more 
efficient methods for performing 
the same job. In the long run, 
with labor costs in an upward 
trend, however, the most impor- 
tant cost-savings are derived froin 
labor-saving devices—and these re- 
quire heavy capital expenditures. 





Contrasts in Companies’ 
Cash Position 





Those companies in the posi- 
tion to finance their expansion 
without turning to the public 
market for some of their funds 
are among the very fortunate few. 
30th National and Borden’s have 
done some public financing in re- 
cent years, but in each case the 
major portion of this financing 
seems a thing of the past. In 1951, | 
Borden’s’ raised $60 million} 
through a bond issue, and Nation- 
al Dairy raised $110 million be- 
tween 1945 and 1951. Sinking | 
fund provisions on both of these 
obligations have reduced the out- 
standing debt without placing 
either company under undue fi- 
nancial strain, despite the recent 
siege of tight money throughout 
the economy. 

Borden’s cash position is excep- 
tionally good, but it is perhaps 
too good. The cash position be- 
speaks a conservatism which D 

(Please turn to page 120) 
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tends to explain both the high 
investment quality and the low 
growth evaluation the stock mar- 
ket attributes to the common 
stock. At the end of 1956 Borden’s 
working capital had declined 
slightly from the year earlier 
level, but was still a robust $118,- 
000,000. Cash and government 
securities also declined, but at 
$54,500,000 they were still com- 
fortably in excess of the $52,300,- 
000 in current liabilities. Cash 
and receivables were greater than 
all outstanding liabilities. In it- 
self the figures have little signi- 
ficance, but a look at just the past 
ten years shows that in only one 
year has the cash situation ever 
been different. This ultraconserv- 
ative policy might be construed 
by investors as a lack of venture- 
someness. 

National Dairy’s net working 
capital increased slightly from 
1955 to 1956, but cash items were 
significantly lower, both on a year 
to year comparison, and in rela- 
tion to total current liabilities. 
Cash items, at the end of 1956 
were $51,600,000 against current 
liabilities of $96,400,000. A sim- 
ilar look at the ten year record 
shows wide fluctuations in Na- 
ational’s cash position, but the 
demonstrate 


company seems to 
greater utilization of its cash 


resources than Borden’s. To 
some extent this is indicated 
in a comparison of earnings per 
sales dollar. The same comparison 
indicates the possible answer to 
another interesting trend which 
will be commented on below. 
From 1951 through 1956, earn- 
ings per dollar of sales have in- 
creased for National Dairy from 
2.5% to 3.1%. Although there 
was a slight dip from 1955 to 1956, 
the rise has been steady and sig- 


nificant. Borden’s has also in- 
creased its earnings per sales 
dollar, but the rise has been 


neither as steady nor as large. In 
1951 these earnings were 2.5%. 
They dipped the following year 
to 2.2%, rose again to a high of 
2.9% in 1954, and in the last two 
years have been steady at 2.7%. 
There may be excellent reasons 
for the differences, but with two 
companies as comparable as Bor- 
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den’s and National, the difference 
helps explain the preferences in- 
vestors appear to show for 
National. 

In the last five years the price 
earnings ratio, based on average 
annual price has averaged 13.2 
to 1 for National and 12.7 to 1 
for Borden’s. Price swings of 
Borden’s have been significantly 
greater, and were as much as 
twenty-two points in 1954. These 
differences appear to be reflected 
in the trend of the number of 
stockholders in each company. It 
will be recalled that Borden’s be- 
gan its new expansion program in 
1945. From 1945 through 1952 
the number of stockholders either 
rose or held relatively steady. In 
the same period, the number of 
stockholders in National Dairy 
dropped from approximately 67,- 
000 to about 62,000. National em- 
barked on its new round of ex- 
pansion in 1951. From 1952 on 
the number of shareholders has 
steadily increased, while Borden’s 
shareholders have steadily de- 
creased. Book value of National 
Dairy has doubled since 1947, 
while Borden’s has improved by 
fifty percent. 

None of the above compari- 
sons are meant to be anything but 
illustrative of the preference the 
market shows for National, de- 
spite the fact that both companies 
enjoy excellent reputations, rep- 
resent excellent investment qual- 
ity and should continue to grow 
intelligently and profitably as the 
economy expands. Both compan- 
ies have become increasingly 
aware that future growth in a 
country characterized by excep- 
tional growth will depend, to a 
large extent, on their ability to 
develop luxury foods which will 
entice consumers to spend a 
greater percentage of their dis- 
posable dollars on food items. 
Each company, in its own way, 
is making important contribu- 
tion along these lines. —END 





Wide Variations Ahead 
for Chemicals 
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nuclear development program. 

In the drug field, most products, 
notably the newer “wonder drugs,” 
are now synthetic materials that 
have come from chemical labora- 
tory research —in centrast with 
the situation of a few decades 


ago, when most drugs were what 
were called “botanicals” —derived 
from plants, herbs and such “na- 
tural” material sources. 

What is happening in an indus- 
try which is traditionally one of 
recurring shortages followed by 
oversupply, is that temporari/y 
the industry is in one of the 
periods where excess productive 
capacity is developing and spreaid- 
ing among a number of lines, 
with resultant keener competi- 
tion. Since in most chemicals qual- 
ity is about the same, this mears 
greater price competition—and re- 
sultant narrowing of profit mar- 
gins. 

Put it another way: the outlook 
for chemical companies in 1957 is 
much the same as developed i1 
1956 — higher sales, narrower 
profit margins. 

It is true that prices were in- 
creased late last year, particularly 
in a number of basic chemical 
lines, and such adjustments, alony 
with more recent price advances, 
have improved profit margins for 
some companies. 

The problem is, however, tha 
there are only a limited numbe 
of chemical] lines where price in 
creases can be made to hold; in 
many others excess productive ca 
pacity, and keen price competi 
tion, prevent managements fron 
moving up prices in line with ris 
ing costs. 


Factors Eating into Profit Margins 


The cost factors that have been, 
and are continuing to squeeze 
profit margins include: (1) higher 
wage rates, (2) start-up expense 
in an industry that is spending 
record amounts on new plants and 
property renovation, (3) continu- 
ing high accelerated amortization 
writeoffs (which in case of some 
companies are obscuring, tempo- 
rarily, true earning power), (4) 
rising transportation costs. 

The upward trend in costs will 
continue for chemical companies 
in the period ahead. This is par- 
ticularly so because the higher 
wage pattern set by the steel 
strike settlement is still to become 
fully effective for all chemical pro- 
ducers, also because full impact 
of higher transport costs are yet 
to be felt. 

Another development to be 
looked for this year is—as was the 
case in 1956—a considerable dis- 
parity in earnings showings 

(Please turn to page 122) 
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To education’s three “R’s” 
now add driver training 


Public school behind-the-wheel courses teach drivin “exterity 


i, York, N.Y.—Next time you 
i growl ““Teen-ager!”’ at a reckless 
criver—think twice, won’t you? 

Think of the magnificent job so 
many of our schools are doing these 
cays in student driver education. 
Studies have shown reductions of 
£0% or more in accidents and traffic 
iolations involving the trained young 
“river compared to the non-trained 
driver in the same age group. 

Here, provably, is a project finding 
uch ready acceptance the nation 
over that we may well see—in our 
wn lifetime—an entire generation of 
een-age drivers as schooled in safe 
lriving as they are in education’s 
raditional three ‘‘R’s.”’ 


Driver Education Fast Spreading 
\ pioneer in promoting skilled driver 
nstruction programs in our schools as 
ar back as the ’30’s is Dr. Herbert J. 
Stack, Director, Center for Safety 
Education, New York University. 

“Don’t blame the automobile for 
yur accident rate,’ says Dr. Stack. 
‘Faulty driving behavior, violations 
of regulations, bad driving practices 

excessive speed and improper pass- 
ing—these are the basic causes of 
70-80% of our accidents.” 

In the past 10 years some six mil- 
lion teen-agers have received official 
courses in instruction as part of their 
high school education, particularly 
instruction in good driver attitudes. In 
a sense of social responsibility. In con- 
sideration for others when behind the 
wheel. 

Last year, more than a million 
youngsters, and some 78,000 in public 
adult schools, participated. At least 
15 million more will be so trained in 
the next 10 years. Over 80% of schools 
participating provide both classroom 
instruction and practice driving. New 
car dealers provided 9,253 cars (valued 
at almost $21,000,000) for high school 
training programs in 1955-56. 

Also, seven states now provide 
financial aid to schools to help defray 
education costs. Insurance rates are 
reduced for students passing the 
courses. Grants from manufacturers 
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and businesses of various kinds have 
further helped to boost the program. 

A crusade? Driver education is fast 
becoming one! Where it counts most, 
too—with the brand-new drivers of 
today’s superlatively engineered auto- 
mobiles, the manufacturers of which 
are ceaselessly striving to make driv- 
ing ever easier, safer. 

National’s Role 

We at National Steel take a profound 
interest in the vital contributions of 
school driver instruction projects, be- 
cause of our special pride in the great 
contributions of the automobile to the 
health and prosperity of our people 
and our nation. For National Steel, 
through three of its major divisions 
Great Lakes Steel at Detroit, Michi- 
gan, Weirton Steel at Weirton, West 
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Virginia, and The Hanna Furnace 
Corporation at Buffalo, New York 
is an important supplier of the steel 
and iron used by automobile manu- 
facturers. 

Our constant goal—through re- 
search and cooperation with the auto- 
mobile industry—is to make better 
and better steel for still greater safety, 
strength and economy in the cars 
and trucks of today and tomorrow. 

























SEVEN GREAT DIVISIONS 
WELDED INTO ONE COMPLETE 
STEEL-MAKING STRUCTURE 
Great Lakes Steel Corporation « Weirton 
Steel Company * Stran-Steel Corporation ¢ 
Hanna Iron Ore Company ¢ National Steel 
Products Company « The Hanna Furnace 
Corporation ¢ National Mines Corporation 
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Wide Variations Ahead 
for Chemicals 
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among the various companies. In 
other words, some companies can 
be expected to show a gain in 
profits, others will have difficulty 
holding their 1957 net at previous 
year’s level. 

Thus, the caution light is up, 
calling for a discrimatory policy 
in purchases of chemical stocks 
for the near term. For the longer 
term, the green light is still up, 
and this applies with special force 
to a number of strong companies 
which aren’t doing so well earn- 
ings wise at this particular mo- 
ment. 

As a clue to what to expect: 
generally most basic chemical 
lines, and companies strong in 
basic chemical production, should 
continue to make a relatively good 
showing in the period ahead. 

It is in the processing lines that 
greatest competition has devel- 
oped. The basic chemical lines 
have benefitted from the overall 
strong demand for chemical prod- 
ucts, and it is among the basic 
chemicals that price hikes have 
been sufficient to largely offset 
mounting costs. 

The competition in processing 
lines, where profit margins usual- 
ly are more favorable than in the 
basics, has been spurred by: (1) 
efforts by a number of larger com- 
panies to improve overall profit 
margins through expansion into 
processing, or what is called up- 
grading production; (2) the 
scramble by non-chemical com- 
panies, from petroleum to bakery 
goods producers, to get into the 
temptingly high-profit-margined 
chemical products fields. 


Excess Capacity Developing 
in Plastics 


An example can be found in the 
plastics field. Plastics production 
over the last 25 years has at least 
doubled every five year period— 
and promises to continue to grow 
rapidly, though perhaps at a less- 
ened rate (probably doubling in 
the coming ten-year, rather than 
five-year period). Further, profit 
margins in this field have been 
relatively favorable. 

Aware of the sensational 
growth in polyethylene plastics 
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use in recent years, there lately 
has been in evidence a race (in 
part by non-plastics companies) 
to get into production of the new 
low pressure polyethylene, which 
appears to have special advan- 
tages not enjoyed by the conven- 
tional] high-pressure polyethylene. 

The result is that, if all those 
who have announced plans for 
this field actually build, there will 
be more capacity for the new low 
pressure, or linear, polyethylene 
by the end of next year than all 
the high pressure, or convention- 
al, polyethylene this country con- 
sumed in 1955—ten years after it 
was introduced to the commercial 
market. 

As another example: only a 
short time ago the two isocyanate 
producers were operating at only 
10 per cent of capacity, and since 
then a third producer has come 
on the scene. 

This poses a very real problem 
—even assuming that overall plas- 
tic industry growth will continue 
at a rapid rate—as to how success- 
fully huge gulps of new resins 
can be digested all at once, in 
quantities equal to the total 
amounts of resins that have been 
around for years, without causing 
temporary indigestion. 

Still another example can be 
found in ammonia—where excess 
productive capacity won’t be ab- 
sorbed for at least another couple 
of years. 


Industry Plans Geared 
to the Longer Term 


In fairness to the chemical com- 
panies that are finding themselves 
in a competitive struggle for 
markets, it should be noted, how- 
ever, that the larger chemical 
companies plan, not for immedi- 
ate markets, but on basis of what 
they have assessed as longer term 
trends. 

In other words, in an industry 
where large capital expenditures 
are required for a single plant, it 
is the general policy to avoid 
product lines that may be immedi- 
ately but only temporarily prom- 
ising, and to concentrate instead 
on lines where the demand five 
and ten years from now shows 
every indication of being much 
greater than today. 

Ammonia, for example, which 
is a form of nitrogen—one of the 
three essential elements in mixed 
fertilizer—should be in much 
greater demand in the future, if 
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only on the basis that if our fast. 
growing population is to be fed a; 
well as it is today from an un. 
changing land acreage, higher 
productive yields (which mean; 
more fertilizer use) will be essen. 
tial. 


Profit Margins Squeezed 


An exception to the relative) 
stronger present position of the 
basic chemical producers is ir 
the case of the sulfur producers 
Sulfur company earnings hev 
eased off, not because of any less. 
ening of demand, but because 
price competition from newly <e. 
veloping Mexican products fas 
kept prices down. With costs 
trends upward, and prices hek 
static there has been a squeeze np 
profit margins. 

Actually, sulfur production i 
1956 set a new high record, as cic 
demand. Output of Frasch sulf ir 
(sulfur derived from sulfur domes 
on the Gulf Coast, using te 
Frasch process of pumping in hot 
water and bringing up sulfur in 
water solution) exceeds the 1955 
output by 600,000 tons, or a total 
of over 6.3 million long tons. This 
year, demand — and production - 
are continuing at around record 
levels. 


Mexican Competition 


Mexican Frasch process sulfur, 
just beginning to grow, still is 
only a fraction of American pro- 
duction. But with Mexican sulfur 
being offered at below U.S. prices, 
overseas as well as to this coun- 
try, it is exceedingly difficult for 
domestic producers to raise their 
price to meet their increasing cost 
trend. 

Because price competition from 
the growing Mexican output is! 
expected to continue for some 
time, the U.S. companies have 
been taking steps aimed to 
strengthen their earnings posi- 
tions. 

Freeport, for example, is widen- 
ing its activities—into nickel. 

Texas Gulf is taking a leading 
position in development of sulfur 
production in Mexico. Texas Gulf 
over the past seven years has 
spent more than $10 million in 
exploration and development in 
Mexico. It is now producing sul- 
fur at a new plant in the state of 
Veracruz; and owns about 13,000 
acres of land in Mexico on which 
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Beneficial 


Reports for 1956 
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With the opening of an office in 
Garden Grove, California early in 
1956, the Beneficial Finance System 
became the first 1,000-oflice organi 


zation in the consumer finance field. 


In the Beneficial Finance System's 
12-year history, 1956 was the best 
year ever ...in number of families 
served ... in area covered ... in 
number of offices operated .. . and 


in net earnings. 


Beneficial serves principally fami 
lies by making loans in the small 
amounts they require and on re 
payment terms especially devised 
for them. In this way, a constructive 
service is rendered to people living 


in thousands of communities. 








HIGHLIGHTS 


Net Income 


Net Income per Common Share 


Cash Dividends paid per 
Common Share 


Amount of Loans Made 


Number of Loans Made 


instalment Notes Receivable 


— at year-end (after deducting 
Unearned Discount 


Number of Offices—at year-end 


Lhe information contained herein should be read in ce 





1956 
$ 18,685,686 
$1.91 
$1.00 
$739,041,925 


1,857,772 


$442,283,634 


1,023 





Ion 
$ 16,807,373 
$1.71 
$1.00 
$632,491,082 


1,783,979 


$384,902,281 


978 


myunction with the 


financial statements and notes appearing in the 1956 Annual Report to 
Stockholders. A Cory or THE Revort Witt Be FURNISHED UPON REours) 





.@ BENEFICIAL loan is for a beneficial purpose. 





Beneficial Building, Wilmington, Del. 


MORE THAN 1,000 OFFICES IN THE UNITED STATES, CANADA, HAWAII AND ALASKA 
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sulfur deposits have been located. 


Chemical Producers Optimistic 
on Future Sales Volume 


As regards longer term outlook 
for chemical sales, most chemical 
producers are optimistic—if 
planned expansion is any gauge. 

Latest estimate by the Secur- 
ities and Exchange Commission 
and the Commerce Department is 
that firms in chemicals and allied 
products plan to spend about $344 
million more in 1957 than in 1956 
for new plant and equipment. 
This represents a 25 per cent in- 
crease, to a total of $1.7 billion. 

However, indicated 1957 plant 
spending has eased off from earl- 
ier estimates and the increase 
over the year before is less than 
the $439 million gain registered 
in 1956. 

One reason for the decline from 
earlier estimates may well be that 
a combination of narrowing profit 
margins and a tightening in 
money rates have caused some 
companies to take a second look 
at their contemplated expansion, 
and to change their timing. 

There appears little likelihood, 
however, that tighter money 
and or squeezed profit margins 
will result in any important 
change in expansion outlays for 
the year ahead. 

One reason is that a large part 
of added capacity this year is in 
basic chemicals, where growing 
demand is anticipated though 
more competitive pricing may 
continue in some processing lines. 

Another reason is that much of 
the expenditures are for modern- 
ization of facilities; and in an in- 
dustry where obsolesence rate is 
exceptionally high companies must 
continue to keep abreast with 
technological progress, or go out 
of business. 

Still another reason is that the 
chemical companies traditionally 
have financed expansion largely 
from internal sources — from de- 
preciation and accumulated sur- 
plus after dividends—and thus are 
not so dependent on outside cap- 
ital. 

What continuing high capital 
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outlays, in a tight money period, 
can mean to investors, however, 
is that conservative dividend poli- 
cies are indicated for the period 
ahead, for many companies. 


Investment Outlook 


The stock market went to an 
extreme, during the past year, in 
appraising the chemical stocks. A 
year ago, chemical stocks were 
selling on a price-times-earnings 
basis well above the normal or 
average appraisal of this group of 
so-called growth stocks. 

Earlier this year, on the other 
hand, the gap between chemical 
stocks and all-industrials, on a 
price-times-earnings basis, had 
narrowed to a point where the 
market was rating the chemicals 
largely on a non-growth basis. 

Though there has been some re- 
covery in the chemicals since, in- 
vestors are probably keeping in 
mind the “sales up-earnings 
down” picture presented in so 
many annual reports of chemical 
companies... as well as excessive 
supplies in some products. 

As we have pointed out in this 
survey, while the chemical indus- 
try faces a bright horizon—near- 
term progress of the individual 
companies depends on successful- 
ly negotiating the various stum- 
bling blocks we have discussed. 
As a guide to the investor, the 
accompanying table provides a 
pertinent statistical background, 
ratings, and individual comments 
on all of the leading enterprises 
in the field. —END 





Evaluating 1957 Prospects 
For The Drug Companies 





(Continued from page 95) 


The booming baby market has 
encouraged development of nu- 
merous ethical and proprietary 
products accounting for enlarged 
sales. Among the latest and most 
interesting is a new drug called 
Releasin used to prevent prema- 
ture births and to make normal 
delivery of babies easier. It is 
estimated that nearly 200,000 
babies die each year before or at 
birth for lack of effective medical 
remedies. The newly introduced 
hormone, relaxin, developed and 
manufactured by Warner-Chilcott 
Laboratories (Warner-Lambert 


Pharmaceutical) has been com- 
mercially available for less than a 
year and is one of the most costly 
on the market today. It retails 
for about $25 an ampule, it is 
believed, and the usual dosage re- 
quired to retard premature labor 
is six or seven ampules. Success- 
ful prevention of premature 
births may require as many ap- 
plications as the equivalent of 28 
to 30 ampules of one ce each, 
costing around $700. 

Cortisone had a somewhat sim- 
ilar record when first perfected. 
This treatment for arthritis first 
was developed by a complicated 
process from glands of live- 
stock, and early prescriptions cost 
around $200 a gram or mor:. 
Laboratory research brought to 
light a method of vroduction 
through synthesis and the price 
dropped rapidly to $3.50 a gram. 
Vitamin B-12 is said to have cost 
about $985 a gram in its earliest 
stages and later to have dropped 
below $250 a gram. The price 
history of penicillin is well knowa 
by now. This drug declined in 
little more than a decade frora 
about $20 for 100,000 units to 
less than a penny. 

Enough has been said here to 
demonstrate the pharmaceutical 
industry is a vigorous, rapidly 
growing industry prepared to 
take advantage of a steadily ex- 
panding market. Emphasis has 
been placed on ethical items in 
the last decade or so, while pro- 
prietary products have gained 
impetus from the norma] popula- 
tion growth and from promotional! 
activities. Precedent points to 
continued expansion. 


The Investment Outlook 


Shares of representative com 
panies in the group have com- 
manded popular favor. Growtl 
potentials have appealed to indi 
viduals as well as to institutional! 
investors. Despite a brief period 
of readjustment following an up- 
surge in prices induced by en- 
thusiasm over wonder drugs, 
stocks in this group have charac- 
teristically sold at relatively high 
price-earnings ratios. Returns o1 
capital have been low as a rule 
especially in cases of companies 
recognized as leaders in ethica 
drugs, since managements have 
followed a strict policy of plough- 
ing back earnings into research 
and development. 


(Please turn to page 126) 
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vidly For A Tough Grind. This mill is used to grind the highly abrasive, low-grade iron ore called Taconite. Rolled Steel 

1 to Plate Lining, bolted to the inside surface of the large revolving cylinder, lifts and tumbles the load and also protects 
the shell from the grinding action of the steel rods and the ore. This lining, especially made for such service, processed 
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Steel Spider Web. If you ever needed it, here's proof that amazing things can be 
done with steel. This is an 83-foot-high dome for a potash storage building that will 
be covered with steel sheets. This complicated structure was prefabricated and 
erected by American Bridge Division of U. S. Steel 


Homemade Bread, In A “Tin” Steel U se ITED hey TATE Ss a T EEL 


Pan. Commercial bakers, who can af- 
ford and demand the finest, say that AMERICAN BRIDGE AMERICAN STEEL & WIRE ond CYCLONE FENCE )LUMB 
“tin” bread pans give them a bigger, CONSOLIDATED WESTERN STEEL GERRARD STEEL STRAPPING TUBE OL WELL SUPPLY 
better loaf of bread. These “tin” pans TENNESSEE COAL & IRON NITED STATES STEEL HOMES 

are actually made from steel sheets, UNITED STATES STEEL SUPPLY . . Divisions of UNITED STATES STEEL CORPORATION, PITTSBURGH 
coated with a thin layer of pure tin. NION SUPPLY COMPANY - UNITED STATES STEEL EXPORT COMPANY - UNIVERSAL ATLAS CEMENT COMPANY 
USS Tinplate, we call it. You can buy 
pans of this type at any department or 
variety store. 


A-GENEVA STEEL 


NITED TATES STEEL PRODUCTS 


SEE THE UNITED STATES STEEL HOUR. It's a full-hour TV program presented every 
other Wednesday evening by United States Steel. Consult your newspaper for time and station 
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Pre-tax profit margins of rep- 
resentative ethical drug produc- 
ers tend to run from 20 to 25 
per cent on sales, a figure well 
above average for manufacturing 
companies. It has been logical 
for managements to devote a 
high proportion of pre-tax in- 
come to research and expansion. 
This fact explains why drug com- 
panies depend almost entirely on 
retained earnings for financing 
expansion. 

Stocks in this group have 
proved useful for long range port- 
folios, however, for investors 
have benefited from stock divi- 
dends and gradual increase of 
dividends over the years. Price 
action has proved more depend- 
able than many other categories. 
grief comments on_ individual 
companies in this industry are 
presented along with a tabulation 
of essential statistics. These ob- 
servations, together with facts 
and figures, will prove helpful in 
appraising drug stocks. 

Because of the profit potential- 
ities in ethical products, many 
companies which had concen- 
trated on proprietary items have 
turned wholeheartedly to ethicals 
in recent years. As a result, the 
distinction in so far as many con- 
cerns are involved is unimportant. 
Mergers have linked several smal- 
ler units with large companies in 
programs designed to place em- 
phasis on ethical lines. Consoli- 
dations also have been dictated 
by keen competition and by tax 
considerations affecting several 
family owned companies. 

Aggressive promotional and 
marketing practices developed in 
recent years have posed problems 
for small independent drug com- 
panies and have necessitated 
consolidations or working agree- 
ments for smaller units. This 
trend may be expected to continue 
in the struggle to take advantage 
of broadening markets. 

With sales gaining momentum 
in the March quarter at an un- 
expectedly satisfactory rate, it is 
estimated that 1957 volume may 
increase 15 to 18 per cent to a 
new high. Emphasis on tranquil- 
izing drugs, since several were 
approved for over-the-counter 
retail distribution, seems likely 
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to contribute to wider profit mar- 
gins on the average. New oral 
drugs for treatment of diabetes 
may be introduced early this year 
to provide another important con- 
tribution to sales gains. 

Promotional campaigns 
planned for the late summer and 
autumn hold promise of giving 
impetus to sales in the second 
half of the year. Thus with the 
benefit of increased volume and 
indicated wider margins, im- 
proved earnings can be antici- 
pated. Raw materials costs have 
been kept under good control, 
since chemicals generally have 
been abundant for the last year. 
Labor costs naturally have ad- 
vanced, but not out of proportion 
to other cost factors. The favor- 
able environment holds promise 
of more liberal dividends later 
in the year. 

There are two cautionary notes 
that should be considered in this 
favorable picture. One is that ex- 
penditures for research are neces- 
sarily heavy and not all the work 
in the laboratory proves success- 
ful in producing or improving 
drug products. Therefore, there 
is a certain amount of unproduc- 
tive cost which varies with the 
individual companies and cannot 
be accurately estimated. The 
second cautionary factor lies in 
the large advertising appropria- 
tions which are essential and if 
a new and superior product is 
developed by a competing com- 
pany, there is a margin of loss in 
such spending where a product is 
replaced by a better substitute. 
These imponderables inject a 
speculative element into the po- 
sition of drug company shares. 

—END 
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the past eighteen months—a large 
proportion of consumer durables 
reach the consumer packaged in 
a complete home. But even in the 
automobile market, which is 
largely (although not entirely) 
independent of the homebuilding 
rate, capacity is now clearly the 
master of current or prospective 
demand. It is obvious from the 
statistical record that the auto- 
mobile industry can now produce 
eight million passenger cars a 
year; it is equally obvious that 
the “normal” automobile market 


is roughly 20% smaller than the 
industry’s capacity. This fact is 
now being borne home to Detroit, 
and spending plans of the indus- 
try, already in a downtrend, are 
likely to decline further when the 
fact is fully recognized. 

In general, raw materials ¢a- 
pacity is not as overbuilt as fin- 
ished goods capacity, a fact which 
has familiar echoes in past busi- 
ness cycles. It is relatively easy 
to add to finished goods facilities; 
it takes a long time to locate, de- 
velop and make efficient a raw 
materials site. Similarily, it takes 
longer to raise nonmanufacturing 
capacity—for transportation, di;:- 
tribution, utilities, services—than 
it takes to develop manufactur- 
ing facilities. The capacity prob- 
lem is thus worst in finished 
goods manufacturing; it lessens 
as the focus moves back to raw 
materials and into nonmanufac- 
turing. 


Availability of Funds 


A second clear influence in the 
downturn of capital outlays is 
the availability of funds. High in- 
terest rates have doubtless cause: 
many second thoughts about new 
capital spending, and some can- 
cellations. Deteriorating liquidity 
positions of individual industries 
have, at the same time, made it 
necessary to borrow an increas- 
ing proportion of the total cost 
of new facilities, since internal 
liquid resources have already been 
heavily drained. The two trends 
together—declining liquidity and 
rising interest rates —have 
squeezed the corporate financing 
position. And this squeeze is now 
being tightened by a squeeze 01 
operating margins that is cutting 
into the flow of new profits capi 
tal. This squeeze on profits varie: 
widely from industry to industry 
in terms of its intensity; but it 
is now an existing condition, or 
a near-term prospect, in virtu- 
ally all industry. 

Under the heading of funds 
availability, it is probably worth 
stressing that greater availability 
of funds, which is confidently ex- 
pected in most quarters by mid- 
year, will not necessarily reverse 
the course of capital outlays (ir 
fact, such a reversal is altogethe) 
unlikely, regardless of the state 
of the money market). Expecta- 
tions of easier money are built 
on the premise of less borrowing: 
less borrowing means less de- 

(Please turn to page 128) 
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“Look, Ma—no hands!” 


Easy ...now that iTaT provides smooth, automatic 


piloting for priv ate and executive aircraft. 


When flying—you must be constantly alert, keep 
close watch on the performance of your plane, ob- 
serve air traflic, check course, maintain radio contact. 
And all the while you are making constant correc- 
tions in heading and altitude. Rough weather makes 
the job tougher, intensifies strain. How often have 
you wished for a co-pilot to take over the controls? 

Now you can have the Federal AUTOPILOT to 
“take over”—and flying can be even more fun. It is 
the first tubeless automatic pilot engineered for 


small aircraft, giving you absolutely dependable 


automatic flight at a low price. The AUTOPILOT 
stabilizes and maneuvers your plane smoothly, in- 
stantaneously and positively—and for increased 
safety you can override the AUTOPILOT at any time. 

Here is an important innovation in precision air- 
borne equipment now offered at lowest cost by Inter- 


national Telephone and Telegraph Corporation. 





INTERNATIONAL TELEPHONE AND TELEGRAPH CORPORATION, 67 Broad Street, New York 4, N.Y. 
For information about the Federal AUTOPILOT address Federal Telephone and Radio Company, a division of I T&T, Clifton, N. J. 
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Great Profit-Making Opportunities! 
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One of Canada’s leading 
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(Established in 1936) 


Fill in Coupon below for Introductory 
10 issue Trial Service—85.00 
Stock Market News & Comment Ltd. 
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mand; less demand means less 
business, and hence an intensify- 
ing of the excess-capacity prob- 
lem. The two general causes of 
the decline in capital outlays thus 
interplay; alleviation of one is 
likely to be accompanied by a 
worsening of the other, at least 
over the next year. 


High Capital Goods Prices 


The third general cause of the 
decline is the pervasive, insistent 
and rapid rise in the prices of 
capital goods themselves. Machin- 
ery and equipment prices have 
risen fully 55% since 1947; 14% 
just since mid-1955. In both pe- 
riods, it is important to note, 
capital goods prices rose roughly 
60° faster than general whole- 
sale prices; in other words, the 
cost of capacity was rising much 
faster than the selling prices of 








ARMOUR AND COMPANY 
5% Cumulative Income Subordinated Debentures, Due 1984 


* 


Notice is hereby given that ARMOUR AND COMPANY, 
pursuant to the Indenture under which the above Deben- 
tures have been issued, will pay interest on the Deben- 
tures as follows: 


May 1, 1957 —$2.50 per hundred dollars 
principal amount of Debentures 
November 1, 1957—$2.50 per hundred dollars 

principal amount of Debentures, 
being payment in full of all interest accumulated to the 


above mentioned dates. 


Holders of coupon Debentures should detach Coupon 
No. 5 on May 1, 1957 and Coupon No. 6 on November 1, 
1957 and present them for payment either at the 
Continental Illinois National Bank and Trust Company of 
Chicago, 231 South La Salle Street, Chicago 90, Illinois, 
or The Chase Manhattan Bank, 9th Floor, 37 Wall Street, 
New York 15, New York. The Trustee, American National 
Bank and Trust Company of Chicago, will mail checks for 
the interest payable on Debentures not in coupon form. 


ARMOUR AND COMPANY 
By: F. A. Becker 


April 1, 1957 Vice President and Treasurer 











what the capacity was designed 
to produce. This divergence obvi- 
ously undercuts the earning 
power of a dollar spent on new 
machinery ; the divergence cannot 
go on forever. 

Two other aspects of this price 
problem deserve mention. In the 
first place, capital goods prices 
have also been rising about twice 
as fast as the cost of an hour’s 
labor. This is a striking statistic, 
and one not frequently noted. The 
impact of wage inflation on a 
manufacturing company has cer- 
tainly been severe, and would lead 
it strongly in the direction of buy- 
ing labor-saving machinery. But 
the machinery itself is getting 
increasingly costly at so rapid a 
rate that in certain applications 
it is becoming questionab e 
whether the substitution of ma- 
chinery for men yields a net ben- 
fit. 

Secondly, the rise in capital 
goods prices has precipitated a 
phenomenon that every American 
consumer and businessman will 
recognize. As prices rose, buyers 
of capital goods became im- 
pressed with the fact that buying 
early was better than buying late. 
“Beating the price rise,” which is 
the very code of the purchasing 
agent buying raw materials, has 
been extended to the financial offi- 
cer in his purchasing of capital 
goods. Result: the rising prices 
of capital goods has precipitated 
“anticipatory” buying, and an 
end of the price rise will doubt- 
less be accompanied by the usua 
acceleration of decline owing to 
changing price expectations. 


Capital Outlays Change Rapidly 


Finally, the capital goods 
spending rate is a highly sensi- 
tive statistic, because capita 
goods plans presume a view of 
the future. As that view of the 
future darkens, the fears of idle 
capacity, towering fixed charges, 
and unprofitable operations rise 
in a geometrical relationship t« 
the statistics; a small current 
downtrend throws a fearfu 
shadow into the future. This is 
not excessive bearishness, or a 
prophecy of doom; it is simply 
a psychological element in the ex- 
planation of the great volatility 
of capital outlays. In 1929, plant 
and equipment accounted for 12% 
of national output; by 1932, these 
demands had fallen to only 5% 
of a greatly diminished output 
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ing expenditures are necessary or 
if funds could not, for the present 
at least, be retained for dividends 
or to bolster reserves at a time of 
tight money. 

No sensible stockholder today 


would want the management of - 


his company to suddenly drop ad- 
vertising expenditures out of its 
budget, any more than he would 
like to see its competitors sud- 
denly walk off with the markets 
for its merchandise. But in view 
of the increasingly larger slice of 
selling costs it represents for 
many companies, many investors 
have expressed considerable in- 
terest in a careful analysis and 
reappraisal of advertising pro- 
grams at this time. 

Until recently, most companies 
traditionally failed to include ad- 
vertising costs in their annual re- 
ports, but, in the last couple of 
years a number of companies have 
felt compelled to do so in the light 
of sound stockholder relations. 

There are, however, a substan- 
tial number of large corporations 
who, for valid competitive rea- 
sons, prefer to withhold these fig- 
ures. The trend, nevertheless, in 
recent years has been steadily 
towards full disclosure. Indeed, 
even the tobacco companies, a 
group that has long been reluc- 
tant to reveal any advertising 
costs, have announced figures 
publicly in at least two recent 
cases. 

It is well for stockholders to 
know that the goodwill and insti- 





{MERICAN VISCOSE 
CORPORATION 
Dividend Notice 
Directors of the American Vis- 
cose Corporation at their regular 
April 3, 1957, de- 
clared a dividend of fifty cents 


meeting on 


(50¢) per share on the common 
stock, payable on May 1, 1957, 
to shareholders of record at the 
close of business on April 17, 
1957, 


WILLIAM H. BROWN 


Vice President and Treasurer 
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tutional character of advertising 
has had a significant influence on 
the capital market by insuring 
broader investor interest and by 
providing a better market for the 
distribution of a company’s se- 
curities. The giant 1,300,000 
share flotation of Campbell Soup 
common in 1954 undoubtedly re- 
ceived a comfortable assist from 
the well-known “Campbell Soup 
Kids” which had been identified 
with the company’s advertising 
for more than half a century. Just 
14 months later, the largest stock 
deal of all time, and the maddest 
scramble for any newly marketed 
issue, took place when $657.9 mil- 
lion Ford Motor stock was offered 














Common Stock 
Capitalization of 20 Large 
Corporate Advertisers 

Number of 

Common Shares 

Outstanding 
Name of Company (As of Dec. 31/55) 
General Motors 278,834,250 
Ford Motor 54,014,000 
Chrysler 8,706,890 
Procter & Gamble 9,670,093 
Colgate-Palmolive 2,480,096 
General Foods 11,755,420 
General Mills 2,236,000 
National Dairy 13,538,615 
Campbell Soup 10,673,484 
American Tobacco 6,512,522 
R. J. Reynolds 10,000,000! 
Liggett & Myers 3,911,521 
P. Lorillard Co. 2,852,855 
Philip Morris 2,887,233 
Distillers Corp. Seagrams 8,769,350 
National Distillers 8,472,111 
Schenley Industries 4,365,726 
U. S. Steel 53,495,274 
Revion 1,333,900 
Hazel Bishop 1,087,652 
!—Combined Common and “B” shares. 




















to the public by the Ford Founda- 
tion. Ford’s advertising slogans 
too, had been legion for years, and 
both companies have learned that 
investors can warm up quickly to 
large issues when the character 
of a company and its products are 
widely known. The automobile 
companies discovered in the ’20’s 
that their stockholders’ list pro- 
vided a sales avenue of import- 
ance, In fact, a noteworthy de- 
velopment has taken place in the 
car market since Ford acquired 
more than 300,000 new  stock- 
holders. After watching Chevrolet 
hold undisputed possession of first 
piace in the market for more than 
two decades, and after a series of 
unsuccessful passes at this posi- 
tion itelf. Ford has finally suc- 


ceeded in challenging Chevrolet 


for first place, and after five 
months of leadership, the Ford car 
must now be considered the strong 
favorite, at least in 1957. How 
much of this can be attributed to 
the company’s sudden windfall of 
financially interested shareho'd- 
ers, and how much credit should 
be given to the different styling 
of the company’s 1957 model is a 
moot question. 

To widen interest in their se. 
curities, to condition investors fr 
future offerings and to improve 
the current distribution of their 
stock, an increasing number of 
corporations have been announc- 
ing news of interest to investors 
in financial publications and finaa- 
cial sections of daily newspapers. 
As a result, many companies a’e 
placing their annual _ reports, 
quarterly reports, dividend no- 
tices and other institutional ail- 
vertising where they can be re:d 
by the stockholders and investo’s 
who make the market. 


The Amount of Advertising Spent 
is Only Part of the Picture 


In the cosmetics field, where 
gross profit margins are high, it 
is customary for advertising ex- 
penditures to be expressed as a 
percentage of sales. Using this 
yardstick, advertising costs for 
the industry exceed even tobacco 
and soft drink companies. Revlon 
bases its advertising plus promo- 
tion budget at about 25° of this 
figure, which compares currently 
with about 50°¢ for Hazel Bishop. 
Revlon’s unusual success with 
their $64,000 Quiz Show, which 
reached spectacular heights in TV 
polls, shows what a company can 
accomplish when a unique and 
interesting idea catches hold, To 
what extent a brilliant idea can 
influence advertising cost ratios 


is difficult to evaluate, but in- 
teresting to conjecture. 
For stockholders of the cos- 


metic companies, the battle for 
brand supremacy can be a cruel 
or a captivating experience, as 
can be seen from the accompany- 
ing table showing earnings. It de- 
pends which side of the fence a 
stockholder is on when a really 
“hot” promotional campaign hap- 
pens to blitz the industry. Since 
the cosmetics’ advertising budgets 
are comparatively high, they must 
produce sales — or else — even 
though a competitor with a knock- 
out campaign like Revion’s $64,009 
(Please turn to page 132) 
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(Continued from page 130) 
Question may for a while siphon 
off a large portion of the market. 

To illustrate this story, the 
three top automobile companies 
have been selected because, as a 
group, they spend the largest 
dollar volume of advertising in 
the U. S. The cosmetic companies 
have been selected because their 
advertising expenditures are 
largest in relation to sales. 

The accompanying tables pre- 
sent the most recent figures avail- 
able on advertising, sales and 
earnings for representative com- 
panies in the various leading 
industries. 


Point of Diminishing Return 


In appraising advertising ex- 
penditures, it is well to remember 
that to a large extent there must 
be a certain amount of testing if 
dollars are to be spent well—be- 
cause advertising is not an exact 
science, In some forms of adver- 
tising, the point of diminishing 
return can be generally ascer- 
tained. This is particularly true 
of direct mail, mail-order, cata- 
logs, TV and Radio, spot commer- 
cials requesting listeners to write 
in or order specified products— 
and in most forms of coupon ad- 
vertising. 

But, unfortunately, no accurate 
gauge has been established to 
measure the productivity of the 
great bulk of general mass adver- 
tising. The job of selecting the 
most productive media per dollar 
spent, and of avoiding useless 
duplication, is usually left up to 
the experience, discretion and 
judgment of the corporation’s 
advertising director, working in 
cooperation with its agency, sub- 
ject to the approval of top man- 
agement in the company. 

While considerable duplication 
exists between newspapers, tele- 
vision and other mass media — 
some worthwhile—some wasteful 
— the fact that major advertisers 
make media shifts each year is 
clear enough evidence that they 
are aware of the problem and are 
trying to solve it. But, as in every 
field where important changes are 
taking place, there are many who 
adjust too slowly and make deci- 
sions through habit. However, the 
great shifts taking place in our 
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economy — in industry — the de- 
velopment of new products—mar- 
kets—presents a challenge to the 
best creative and practical-mind- 
ed merchandising brains. And we 
may therefore expect much to be 
accomplished, because the adver- 
tising fraternity has drawn to it- 
self some of the ablest sales and 
marketing minds in the country. 
Moreover, in order to hold and 
secure the best type of accounts, 
advertising agency men will have 
to be on their toes the next couple 
of years. —END 
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two studies are only concerned 
with economic aid to underdevel- 
oped areas. They believe such aid 
should be continued for the next 
ten to twenty years at an annual 
rate of over $3 billion (compared 
to $1.7 billion which we spend 
now for this purpose). This they 
consider to be the maximum ab- 
sorptive capacity for foreign 
funds in those areas. 

Finally, there is a study by the 
National Planning Association 
which measures the impact of 
foreign aid on the U. S. economy. 
According to this study, foreign 
aid expenditures of all types have 
averaged about 1.8 percent of our 
gross national product over the 
last 10 years. Last year it was 
1.1 percent. The program has had 
a strong stimulating effect on our 
exports. Over the past decade 
nearly one third of our foreign 
sales have been financed by U. S. 
aid payments. Foreign countries 
would not have had the necessary 
dollars to buy these goods in the 
absence of such aid. The U. S. 
shipping industry has _ particu- 
larly benefited since by law half 
of all aid shipments must be in 
U. S. bottoms. 


Nearly all the reports agree 
on these points: (1) foreign aid 
is necessary and should be con- 
tinued in the foreseeable future; 
(2) more loans and fewer grants 
should be given; (3) the govern- 
ment should encourage a greater 
participation of private business 
in the economic sector of our 
foreign aid program and (4) 
Congress should permit foreign 
aid planning for longer periods 
than a single fiscal year. It is 
reasonable to assume that the 


first three of these points will be 
incorporated in the final foreigy 
aid bill. However, it is doubtfy! 
that Congress will abandon its 
year-by-year purse-string contro 
over the program and authorize 
appropriations over longer 


periods. —END 
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about 1,000 field stations through. 
out the world. They will stud 
climate—the movement of water; 
—glaciers—atmospheric conditions 
—gravity—and who knows w iat 
may develop for both agriculture 
and industry—and investment. 

No wonder we have constant; 
had to broaden the scope of ow 
publication—and call attention t 
the trend toward great corpor.te 
entities, that can afford the re. 
search and experimentation 
which this year will cost nea“) 
$6 billion! 

That is the reason too why we 
have, through the Magazine and 
our Inquiry Department, endeav- 
ored to give you a continuous 
check on the securities in which 
you are interested. And you can 
be sure as any vital changes occur 
they will be called to your atten- 
tion in order to keep you abreast 
of developments. 

It is a pleasure to us to be of 
genuine service to our subscribers 
—and in this, our 50th year, we 
are extending ourselves to give 
you “everything we’ve got”. Ap- 
preciative letters from our sub- 
scribers continue to be an _ in- 
spiration to us. 





For Profit and Income 





(Continued from page 97) 


Chemical, Argo Oil, Case, Crown 
Cork, Crown Zellerbach, Eastern 
Air Lines, Hamilton Watch, Mar- 
athon, Riegel Paper, Sparton, 
United Air Lines, Mead Corp., 
Motor Wheel, Briggs Mfg., Gen- 
eral Motors, Firth Carpet, Howe 
Sound, International Paper, South 
Porto Rico Sugar —END 
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Objective: RETIREMENT 


An Important Message to Investors with $20,000 or More 


MN 

® investors are aiming for eventual re- 
tirement... whether they hope to arrive at 
their goal in five. ten or twenty years. 

We concur in their confidence that wise 
and timely investment of their capital can 
make this dream a reality ... for despite tem- 
porary readjustments our nation is forging 
ahead in a new era of amazing scientific 
achievement, industrial advancement and in- 
vesiment opportunity. 


In the coming months and years, we will 
see marvelous and practical progress in the 
conquest of space, in attainment of plant 
automation, in harnessing of atomic energy 
... with a host of new products, materials and 
techniques emerging. 

These new forces will have profound in- 
vestment significance for they will invigorate 
many companies—but often at the expense of 
less able competitors. TO YOU, as an investor, 
this adds up to an increased need for con- 
tinuing investment research and capable pro- 
fessional counsel. 


Expert Analysis of Your Present Holdings: 


Our first step in serving you is to make a 
detailed report—analyzing your entire list— 
taking into consideration income, safety, di- 
versification, enhancement probabilities—to- 
day’s factors and tomorrow’s outlook. 


Issues to Hold and Advantageous Revisions: 


Definite counsel is given on each issue in 
your account... advising retention of those 
most attractive for income and growth... 
preventing sale of those now thoroughly liqui- 
dated and likely to improve. We will point out 
unfavorable or overpriced securities and 
make substitute recommendations in com- 
panies with unsually promising 1957 pros- 
pects and longer term profit potentials. 


Close Continuous Supervision of All Holdings: 


Thereafter—your securities are held under 
the constant observation of a trained, experi- 
enced Account Executive. Working closely 
with the Directing Board, he takes the initia- 
tive in advising you continuously as to the 
position of your holdings. It is never necessary 
for you to consult us. 


When changes are recommended, precise 
instructions as to why to sell or buy are given, 
together with counsel as to the prices at which 
to act. Alert counsel by first class mail or air 
mail and by telegraph relieves you of any 
doubt concerning your investments. 


Complete Consultation Privileges: 


You can consult us on any special invest- 
ment problem you may face. Our contacts and 
original research sometimes offer you aid not 
obtainable elsewhere—to help you to save—to 
make money. 


Help in Minimizing Your Taxes: 


We keep in mind the tax consequences of 
each transaction and help you to minimize 
your tax liability under the new tax provisions. 
(Our annual fee is allowed as a deduction 
from your income for Federal Income Tax 
purposes, considerably reducing the net cost 
to you.) 


Annual Personal Progress Reports: 


Throughout the year we keep a complete 
record of each transaction as you follow our 
advice. At the end of your annual enrollment 
you receive our audit of the progress of your 
account showing just how it has grown in 
value and the amounts of income it has pro- 
duced for vou. 








Fun information on Investment Management Service is yours for the asking. Our rates are 
based on the present value of securities and cash to be supervised—se if you will let us know 
the present worth of your account—or send us a list of your holdings jor evaluation—we shall 
be glad to quote an exact annual fee ...and to answer any questions as to how our counsel 


can benefit you. 








INVESTMENT MANAGEMENT SERVICE 


A division of THE MacGazine oF WALL STREET. A background of over forty-nine years of service. 


90 BROAD STREET 


NEW YORK 4, N. Y. 
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Marguerite Higgins, Pulitzer Prize winner, gets the story, 
whether interviewing statesmen or under fire with soldiers. 
Miss Higgins’ cigarette is Camel, and here’s why: “‘I wanta 
real cigarette — one that tastes good and richynet thin and 
flat. That's why Camel's the only cigarette for me.” 


asp 


Have a real cigarette— 


Discover the difference between 


ag 
have a Camel x 
WW 


‘just smoking’’...and Camels! 


Taste the difference! No 


simply the finest taste 
in smoking. Camels are 
rich, full-flavored, and 
deeply satisfying. 


| 


Feel the difference! The 
exclusive Camel blend of 
quality tobaccos has 
never been equalled for 
smooth smoking. Camels 
never let you down. 


| Enjoy the difference! 

| More people smoke 

| Camels, year after year, 

| than any other cigarette 
of any kind. Try Camels 

| they’ve really got it! 
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